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Among  Allied  Stores  Most  Valuable  Corporate  Assets 

A  STRONG  TWO-FOLD  "BRAND''  NAME  PROGRAM 


Merchandising  success,  strength  and  growth  in 
Allied’s  75  stores  throughout  the  country,  have 
resulted  from  a  carefully  balanced  “brand” 
name  program.  Allied  consistently  offers  the 
consumer  important  and  widely  accepted  “na¬ 
tional”  brand  merchandise.  Supplementing  this 
is  its  own  “private”  brand  program  on  merchan¬ 
dise  created  for,  owned  and  distributed  exclu¬ 
sively  by  its  75  stores.  This  strong,  two-pronged 
operation  makes  it  possible  for  Allied  to  present 
that  best  in  “national”  brands  while  at  the  same 
time  filling  an  important  need  in  specific  mer¬ 
chandise  classifications  and  price  ranges  with  its 
“private”  brands. 

Each  Allied  “private”  brand  is  manufactured  in 


accordance  with  rigid  specifications,  identified 
by  a  trade  mark  registered  in  the  United  States 
Patent  Office . . .  backed  by  a  complete  merchan¬ 
dising  and  promotion  program  . . .  and  the  prod¬ 
uct  itself  is  checked  constantly  for  maintenance 
of  quality  standards  and  price  competitiveness. 
Under  its  strong  promotional  and  merchandising 
operation,  Allied  “private”  brands  have  grown 
and  flourished.  The  thoroughness  of  the  opera¬ 
tion  has  gained  respect  for  Allied  among  mil¬ 
lions  of  customers  and  has  helped  it  achieve  a 
dominant  and  unique  position  in  the  retail 
world. 

Some  of  the  important  Allied  trade  marks  are 
shown  below  and  on  the  inside  back  cover. 
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Allied  Stores  Corporation 

1440  Broadway 
New  York  18,  N.  Y. 


May  4,  1950. 

To  the  Stockholders: 

A  table  of  contents  sets  forth  the  scope  and  content  of  this  report  of 
your  Company  covering  operations  for  the  fiscal  year  ended  January  31, 
1950,  herein  referred  to  as  the  year  1949,  and  the  financial  condition  of  the 
Company  at  the  close  of  that  year.  Certified  financial  statements  are  included 
as  part  of  this  report  for  Allied  Stores  Corporation  and  Subsidiaries  Consoli¬ 
dated  and  for  Alstores  Realty  Corporation,  an  unconsolidated  but  wholly 
owned  real  estate  subsidiary. 

In  general,  the  term  Company  when  used  herein  in  reference  to  opera¬ 
tions,  refers  to  Allied  Stores  Corporation  and  Subsidiaries  Consolidated  and 
when  used  in  regard  to  balance  sheet  items,  it  refers  to  the  consolidated  balance 
sheet  of  same  in  which  investment  in  and  advances  to  Alstores  Realty  Cor¬ 
poration  are  treated  as  an  investment.  The  general  operations  of  Alstores 
Realty  Corporation  are  discussed  in  detail  in  a  special  section  of  this  report. 

Some  of  the  more  pertinent  facts  pertaining  to  the  Company’s  1949 
operations  and  financial  condition  at  the  close  of  the  year  may  be  summarized 
briefly  as  follows: 

1.  Net  sales  for  the  year  were  $407,838,280  —  a  decrease  of 

$11,389,338,  or  2.7%.  On  a  comparable  store  basis,  the  de¬ 
cline  was  4.6%  in  dollar  amount  while  the  number  of  sales 
transactions  increased  .8%. 

2.  Earnings  for  the  year  were  $12,227,302— a  decrease  of  $3,578,- 

210.  Earnings  per  share  of  Common  Stock  were  $5.42  which 
compares  with  $7.14  for  the  preceding  year. 

3.  Merchandise  margin  percentage  was  the  same  as  for  the  preced¬ 

ing  year  but  remained  materially  below  the  prewar  average  rate. 
Operating  expense  percentage  increased  1.3  percentage  points 
to  27.2%. 

4.  Working  capital  increased  $6,370,237  due  primarily  to  the  reten¬ 

tion  of  earnings.  The  ratio  of  current  assets  to  current  liabilities 
was  3.5  to  1  which  compares  with  the  previous  year  end  ratio 
of  3.2  to  1. 

5.  Customers'  deferred  payment  accounts  increased  $10,056,603  to 

$30,941,103  at  the  close  of  the  year.  It  is  contemplated  that  a 
plan  will  become  operative  in  the  current  year  whereby  the 
Company  will  sell  some  of  its  customers'  deferred  payment 
accounts  to  banks. 

6.  Merchandise  inventories  $52,127,428,  were  $1,631,772  less  than 

at  the  beginning  of  the  year.  As  has  been  the  case  since  1941, 
certain  inventories  in  the  stores  were  valued  by  the  application 


.  3  . 


of  the  "last-in,  first-out”  principle.  This  resulted  in  an  inventory 
valuation  $4,291,862  less  than  would  have  been  the  case  had 
this  principle  not  been  used. 

7.  Investment  in  and  advances  to  Alstores  Realty  Corporation,  $5.- 

885,869,  was  increased  by  $3,615,924,  while  the  Company’s 
direct  investment  in  property  and  equipment  decreased  $3,280,- 
973  due  to  sales  of  property  to  the  realty  company. 

8.  Alstores  Realty  Corporation  increased  property  and  equipment  by 

$22,853,572  to  $35,679,431  and  its  liabilities  to  outsiders  by 
$20,678,706  to  $31,387,606. 

9.  Dividend  payments  represented  58%  of  the  year’s  earnings— $4.00 

per  share  was  paid  on  the  Preferred  Stock  and  $3.00  per  share 
on  the  Common  Stock  of  the  Company. 

10.  Common  stockholders’  equity  increased  $5,136,571  or  from  $39.94 
to  $42.37  per  share. 

By-law  provisions  governing  the  form  of  organization  and  the  duties 
and  responsibilities  of  the  officers  of  the  Company  were  amended  shortly  after 
the  dose  of  the  year.  The  position  of  Chairman  of  the  Board,  with  the  duties 
and  responsibilities  of  chief  executive  officer,  was  established.  Mr.  B.  Earl 
Puckett,  who  has  been  the  Company’s  chief  executive  officer  as  President  for 
the  past  sixteen  years,  was  elected  Chairman.  Mr.  Charles  E.  McCarthy,  who 
joined  the  organization  in  1934  and  was  promoted  to  a  vice  presidency  in  1939, 
was  elected  President. 

Your  Board  of  Directors  and  officers  place  strong  emphasis  on  the 
strengthening  of  the  Company’s  management  organization.  Selection,  train¬ 
ing  and  development  of  top  management  personnel  are  continuous  processes. 
In  the  past  five  years,  four  executives  of  proven  unusual  ability  have  been 
elevated  to  the  position  of  Vice  President.  At  the  time  of  such  election,  these 
individuals  had  an  average  length  of  service  with  the  Company  of  sixteen 
years  and  their  average  age  was  forty-two  years. 

It  is  believed  that  your  company  is  in  a  relatively  good  position  to 
meet  conditions  with  which  it  may  be  faced  as  a  result  of  any  changes 
in  the  general  economic  environment,  whether  such  changes  be  opportunities 
for  advancement  or  problems  of  adversity.  No  reasons  are  apparent  to  your 
management  at  this  time  why  the  remainder  of  1950  should  not  be  a  period 
in  which  the  Company  can  produce  a  reasonable  profit  on  its  stockholders’ 
equity  investment  adequate  to  insure  continuance  of  the  established  regular 
quarterly  dividend  payments  on  its  Common  Stock.  With  a  repeated  expression 
of  appreciation  for  the  continued  support  and  assistance  of  employees,  stock¬ 
holders  and  customers,  this  report  is  respectfully  submitted. 

Very  truly  yours, 
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NET  SALES  AND  THEIR  DISTRIBUTION 

1940  TO  1949 
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Sales  and  Earnings 


Retail  Sales: 

Sales,  $407,838,280,  were  $11,389,338  or  2.7%  less  than  in  the  pre¬ 
ceding  year.  Comparing  only  those  stores  owned  throughout  the  two  years, 
the  sales  decline  was  4.6%  while  the  number  of  sales  transactions  increased 
.8%.  This  decline  in  annual  sales  of  the  Company  follows  an  unbroken  record 
of  sales  increases  since  1938.  Sales  volume  compared  with  the  years  immedi¬ 
ately  preceding  follows: 


%  Increase 

1949 .  $407,838,280  —2.7 

1948 .  419,227,618  6.9 

1947 .  392,199,076  8.4 

1946 .  361,712,370  28.4 

1945 .  281,602,454 


Earnings  and  Earnings  Trends: 

Earnings  after  federal  income  taxes  were  $12,227,302  or  $3,578,210  less 
than  for  the  preceding  year.  On  a  per  share  basis,  the  comparison  is  $5.42 
against  $7.14  for  the  previous  year.  This  decline  in  profits  resulted  from  an 
increase  in  dollar  expense  coincident  with  the  decline  in  sales  volume.  The 
following  tabulation  shows  earnings  before  provision  for  federal  income  taxes 
by  quarters  and  for  the  year  for  each  of  the  past  five  years.  Provision  for  such 
taxes  for  the  year  and  net  earnings  after  such  provisions  are  also  shown: 


i  1945 

1946 

1947 

1948 

1949 

First  Quarter  $7,25 1,009 

$8,660,830 

$3,817,404 

$4,971,127 

$3,854,205 

Second  Quarter  5,094,794 

6,696,300 

2,348,299 

3,461,294 

1,194,241 

Third  Quarter  7,269,694 

9,028,888 

7,405,798 

7,484,807 

5,147,331 

Fourth  Quarter  7,854,904 

6,517,734 

7,225,962 

9,488,284 

9,431,525 

Total  Year  27,470,401 

30,903,752 

20,797,463 

25,405,512 

19,627,302 

Federal  Income 

Taxes  19,100,000 

12,525,000 

7,174,179 

9,600,000 

7,400,000 

Consolidated 

Net  Earnings  $8,370,401 

$18,378,752 

$13,623,284 

$15,805,512 

$12,227,302 

fe 

Disposition  of  Earnings: 

Regular  quarterly  dividends  of  seventy-five  cents  a  share  on  the  Com¬ 
pany’s  Common  Stock  and  one  dollar  a  share  on  its  Preferred  Stock  were  paid 
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BENEFICIARIES  OF  ALLIED’S  OPERATIONS 

1940  TO  1949 
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throughout  the  year.  Dividend  payments,  $7,124,092,  represented  58%  ol  the 
year’s  earnings.  The  balance  of  earnings  for  the  year,  $5,103,210,  was  retained 
for  use  by  the  Company  as  additional  working  capital  and,  therefore,  increased 
stockholders’  equity  in  the  Company.  A  graph  on  the  opposite  page  shows  the 
Company’s  earnings  for  the  past  decade  and  the  disposition  of  these  earnings 
as  between  Preferred  Stock  dividends,  Common  Stock  dividends  and  retained 
earnings. 

Merchandise  Margin: 

Gross  margin  percentage  on  merchandise  sold  in  the  year,  32.2%,  was 
the  same  as  for  the  preceding  year.  Markdowns  were  again  excessive  in  the 
first  half  of  the  year  due  to  conditions  prevailing  in  the  primary  merchandise 
markets.  This  figure  of  32.2%  compares  with  an  average  figure  of  34.3% 
for  the  five  prewar  years,  1937-1941,  inclusive.  Of  this  decline  in  the  Com¬ 
pany’s  merchandise  margin  in  comparison  with  its  own  prewar  experience, 
approximately  one-third  is  due  to  excessive  markdown  losses.  The  remaining 
deficiency  reflects  lower  original  pricing  in  relation  to  costs. 

Delays  in  making  necessary  post  war  adjustments  in  resource  relation¬ 
ships,  increased  transportation  costs,  the  lessening  of  trading  initiative  and 
merchandising  ingenuity  in  the  period  of  wartime  controls,  and  continuing 
competitive  price  pressure  from  other  forms  of  retailing  have  each  contributed 
to  this  lower  original  marking  deficiency.  The  Company  continues  to  have 
possibilities  for  substantial  improvement  in  this  phase  of  its  operation. 

Operating  Expenses: 

Although  sales  for  the  year  declined  $11,389,338,  or  2.7%,  operating 
expenses  increased  $2,546,015.  This  decline  in  sales  and  increase  in  dollar 
expense  resulted  in  an  increase  in  the  Company’s  expense  percentage  of  1.3 
percentage  points  or  from  25.9%  in  the  preceding  year  to  27.2%.  Factors 
contributing  to  this  increase  in  operating  expense  are  discussed  in  the  follow¬ 
ing  paragraphs. 

Employees’  Compensation: 

Reflecting  the  decline  in  profits  for  the  year,  central  office  and  store 
management  bonuses  or  profit  participation  were  $280,997  less  than  for  the 
preceding  year.  Although  there  was  a  decline  in  the  Company’s  annual  sales 
and  a  decline  in  living  costs,  compensation  other  than  management’s  salaries 
and  bonuses  increased.  Costs  of  wages,  commissions,  vacations  and  overtime 
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payments  were  over  one  and  a  half  million  dollars  greater  than  in  the  pre¬ 
ceding  year. 

These  increased  costs  reflect  the  continuing  upward  pressures  on  wage 
rates  unaccompanied  by  equivalent  increases  in  the  productivity  of  the  work¬ 
ers.  A  chart  on  the  opposite  page  shows  the  number  of  employees  and  the  trend 
in  employee  average  earnings  for  the  past  ten  years.  Living  costs  increased  in 
the  war  period  and  increases  in  employee  compensation  were  necessary.  In 
periods  of  declining  living  costs,  increases  in  employee  compensation  must 
be  based  on  the  advancement  of  the  individual  worker  or  increases  in  general 
productivity.  Continuing  increases  in  employee  compensation  based  on  other 
principles  lead  inevitably  to  inequitable  distribution  of  the  national  product, 
inflation  and  chaos. 

Fixed  Plant  Costs: 

Rehabilitation,  modernization  and  expansion  of  buildings  and  equipment 
proceeded  throughout  the  year.  Such  expenditures  result  in  increases  in  rentals 
if  financed  by  Alstores  Realty  Corporation  or  outside  landlords.  To  the  extent 
that  such  expenditures  are  financed  by  the  Company  annual  depreciation 
charges  are  increased.  Maintenance  and  repair  charges  are  always  abnormal 
in  the  period  when  such  rehabilitation  work  is  done. 

rentals— Rentals,  $8,505,933,  were  $233,927  greater  than  for  the  preceding 
year.  Rentals  paid  to  Alstores  Realty  Corporation,  $1,270,488,  were  increased 
$914,187  due  to  Alstores  Realty  Corporation’s  having  acquired  additional 
properties  during  the  year.  Fixed  rentals  paid  to  outsiders,  $5,027,431,  declined 
$259,324  and  bonus  rentals  representing  rental  payments  based  on  sales  vol¬ 
ume  obtained  in  excess  of  stated  minimum  amounts  provided  for  in  such 
leases,  $2,208,014,  declined  $420,936. 

depreciation,  maintenance  and  repairs— Depreciation  charges  for  the 
year,  $3,192,184,  were  $507,429  greater  than  for  the  preceding  year.  Main¬ 
tenance  and  repair  charges  for  the  year,  $2,880,775,  were  $309,098  greater 
than  for  the  preceding  year  and  $1,145,543  above  the  average  annual  expendi¬ 
ture  for  these  factors  of  the  preceding  decade.  These  substantial  increases,  in 
part  reflect  an  increase  in  the  prevailing  price  levels  of  such  work  but,  in  larger 
part,  are  attributable  to  an  increased  amount  of  rehabilitation  and  moderniza¬ 
tion  work. 


.  10  . 


AVERAGE  ANNUAL  WAGE  and 
AVERAGE  NUMBER  OF  EMPLOYEES 

1940  TO  1949 
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1950  Outlook 

The  Company  is  a  national  institution  with  its  business  in  relative  balance 
with  consumer  income  by  regions.  Its  sales  trend  closely  parallels  the  trend 
of  country-wide  retail  sales.  Principal  factors  directly  affecting  retail  sales 
are  consumers’  spendable  income  and  price  levels.  Retail  sales,  in  dollar 
amount,  are  largely  determined  by  the  amount  of  consumer  spendable  income 
available.  Price  levels  determine  the  physical  volume  of  merchandise  that  can 
be  purchased  by  the  consumer  with  that  income.  When  viewed  from  the  stand¬ 
point  of  the  general  economy,  however,  this  physical  volume  is  not  just  a 
resultant  figure  as  it  also  creates  consumer  income. 

An  attempt  to  forecast  the  sales  of  the  Company  is  essentially  an  appraisal 
of  prospective  consumer  spendable  income  on  a  national  basis.  Such  income 
continues  at  high  levels  as  the  year  1950  proceeds.  Industrial  employment  and 
wage  rates  are  high.  Agricultural  income  remains  high  by  historical  standards, 
although  the  decline  from  peak  levels  has  been  substantial.  Early  1950  con¬ 
sumers’  spendable  income  was  increased  by  veterans’  payments  but  reduced  by 
severe  strikes  in  the  early  months  of  the  year. 

Residential  building  continues  at  a  high  level.  Armament  or  defense 
expenditures  may  well  be  increased.  Export  demand  for  consumer  goods  is 
declining.  Increased  exports  of  a  military  character  may  offset  the  influence  of 
this  factor  on  the  total  economy.  Veterans’  payments  will  decline  substantially 
from  their  current  high  levels.  Agricultural  income  may  continue  to  decline. 
Sales  of  those  lines  of  merchandise  the  Company  carries  may  benefit  somewhat 
in  the  later  months  of  the  year  due  to  some  diversion  of  consumer  purchasing 
away  from  food,  as  a  result  of  lower  prices,  and  automobiles,  because  of  some 
slackening  in  the  current  unusual  demand.  Improvements  from  these  sources, 
however,  cannot  be  viewed  on  a  longer  range  basis  as  optimistic  because  of 
their  effects  on  the  general  economy. 

The  various  conflicting  forces  mentioned  herein,  together  with  the  impor¬ 
tance  of  possible  changes  in  the  government’s  unpredictable  fiscal  or  economic 
policies  and  the  precarious  conditions  prevailing  throughout  the  world,  make 
it  impossible  to  forecast  probable  consumer  income  and  retail  sales  for  the  year 
1950  with  confidence.  It  appears  that  the  Company’s  physical  volume  for  1950 
may  well  exceed  that  of  1949.  The  same  may  be  said  for  dollar  volume  for 
the  first  half  of  the  year.  While  there  are  no  obvious  reasons  for  the  Company 
to  expect  a  substantial  decline  in  dollar  sales  for  the  total  year  1950,  no  increase 
is  anticipated. 


As  has  been  commented  upon  elsewhere  in  this  report,  as  well  as  in  pre¬ 
ceding  reports,  the  Company’s  merchandise  margin  percentage  has  been  sub¬ 
normal  for  the  past  few  years.  Effort  is  being  made  to  correct  this  deficiency. 
It  appears  that  some  progress  is  being  made  in  1950.  Unless  unexpected  outside 
influences  are  met  in  the  remainder  of  the  year,  such  as  drastic  downward 
adjustments  in  price  levels,  the  operations  of  the  year  should  be  benefitted  by 
some  improvement  in  this  phase  of  its  operations. 

Maintaining  expense  ratios  with  a  stabilized  or  perhaps  slightly  declining 
dollar  sales  trend  is  difficult.  The  difficulty  is  increased  if,  due  to  declining 
price  levels,  it  is  necessary  to  handle  an  increasing  amount  of  physical  volume 
to  maintain  this  dollar  sales  trend.  Pressures  continue  for  increased  expenses 
not  compensated  for  by  increased  productivity.  This  threat  of  further  increases 
in  expense  ratios  constitutes  the  Company’s  top  ranking  problem  in  its  efforts 
to  maintain  a  profit  performance  in  1950  comparable  to  that  of  the  years 
immediately  preceding.  However,  it  appears  at  this  time  that  the  Company’s 
1950  operations  will  produce  a  reasonable  profit  on  its  stockholders’  invest¬ 
ment  and  assure  continuance  of  the  established  regular  quarterly  dividend 
payments  on  its  Common  Stock. 
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Working  Capital 


Cash  at  the  close  of  the  year  of  $7,145,713  compares  with  $9,992,512  at 
the  close  of  the  previous  year.  There  were  no  bank  loans  outstanding  at  the 
beginning  or  close  of  the  year.  The  year  end  ratio  of  current  assets,  $128,554,- 
516,  to  current  liabilities,  $36,986,290,  of  3.5  to  1,  compares  with  3.2  to  1 
for  the  two  immediately  preceding  years. 

Net  current  assets  —  current  assets  minus  current  liabilities  —  at  the  close 
of  the  year  were  $91,568,226.  This  represents  an  increase  of  $6, 370,237  for 
the  year.  This  increase  is  attributable  primarily  to  the  retention  of  $5,103,210 
of  the  year’s  earnings.  Net  current  assets  at  the  close  of  each  of  the  last  five 
years,  and  the  percentage  of  such  assets  to  the  sales  volume  of  the  year  follow: 


Net  Current  Assets  %  to  Sales 

1949 .  $91,568,226  22.5 

1948 .  85,197,989  20.3 

1947 .  80,846,141  20.6 

1946 .  64,913,564  17.9 

1945 .  48,596,265  17.3 


Measured  by  historic  patterns,  as  shown  by  the  chart  on  the  opposite  page, 
the  Company’s  net  current  asset  position,  representing  the  equivalent  of  22.5% 
of  annual  sales  volume,  is  more  than  adequate.  Historically,  the  department 
store  industry  has  been  able  to  operate  on  a  ratio  of  net  current  assets  to  annual 
sales  of  approximately  twenty  percent.  However,  the  postwar  trend  toward 
an  ever  increasing  investment  in  customers’  deferred  payment  accounts  receiv¬ 
able  tends  to  invalidate  this  historic  pattern. 

Customers’  deferred  payment  accounts  are  the  subject  of  a  general  dis¬ 
cussion  starting  on  page  17  of  this  report.  In  this  discussion,  reference  is  made 
to  a  plan  of  selling  deferred  payment  accounts  to  banks.  Having  a  plan  worked 
out  and  readily  available  for  the  conversion  of  customers’  deferred  payment 
accounts  into  cash,  the  Company  should  face  no  working  capital  or  cash  re¬ 
quirement  problems  of  importance  within  the  foreseeable  future. 

Accounts  Receivable: 

Customers’  accounts  receivable  at  the  close  of  the  year,  $61,297,617  (net) , 
were  $9,418,761  greater  than  at  the  beginning  of  the  year.  This  net  increase 
was  composed  of  increases  in  regular  accounts,  $297,963  and  in  deferred 
payment  accounts,  $10,056,603,  less  an  increase  in  allowance  for  losses  on 
collection  and  for  deferred  carrying  charges,  $935,805.  Allowance  for  deferred 
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carrying  charges  has  been  included  with  allowance  for  losses  on  collection  as 
a  deduction  from  accounts  receivable  since  such  carrying  charges  are  subject 
to  cancellation  in  the  event  of  prepayment  by  the  customer.  While  total  sales 
decreased  2.7%  and  regular  accounts  receivable  increased  only  nominally  in 
the  year,  deferred  payment  accounts  increased  by  48%.  In  the  preceding  year, 
these  accounts  increased  by  41%. 

Inventories: 

Merchandise  inventories  at  the  close  of  the  year,  $52,127,428,  were 
$1,631,772  less  than  at  the  beginning  of  the  year.  Merchandise  inventories 
generally  were  valued  net  of  all  discounts.  Inventories  in  the  stores  were 
valued  at  the  lower  of  cost  or  market  as  reflected  by  the  retail  inventory 
method,  and,  as  has  been  the  case  since  January  31,  1942,  by  applying  the 
"last-in,  first-out”  principle  for  certain  inventories.  As  a  result  of  the  appli¬ 
cation  of  this  principle,  the  Company  valued  part  of  its  investment  in  inven¬ 
tories  at  price  levels  prevailing  at  January  31,  1941  and  other  parts  at  price 
levels  prevailing  at  the  close  of  subsequent  years. 

Based  on  indexes  prepared  by  the  Bureau  of  Labor  Statistics,  price  levels 
of  department  store  types  of  merchandise  at  the  close  of  the  year  averaged 
4.8%  lower  than  those  prevailing  at  the  beginning  of  the  year.  Application  of 
the  "last-in,  first-out”  principle  resulted  in  an  increase  in  earnings  before 
federal  income  taxes  of  $1,150,114.  Inventories  at  the  close  of  the  year  were 
valued  $4,291,862  less  than  they  would  have  been  had  the  "last-in,  first-out” 
principle  of  valuation  not  been  used.  The  comparable  figure  at  the  close  of  the 
preceding  year  was  $5,441,976. 

Tax  Refunds: 

Qaimable  refunds  of  federal  income  taxes  of  prior  years,  $2,643,123, 
represents  claims  filed  under  the  "carry  back”  provisions  of  the  federal  income 
tax  laws.  These  claims  are  based  on  losses  of  certain  subsidiaries  in  one  or 
more  of  the  last  three  years.  Such  subsidiaries  having  shown  substantial  profits 
and,  therefore,  having  paid  substantial  amounts  of  federal  income  tax  in  pre¬ 
ceding  years,  it  is  believed  these  refunds  will  be  received  upon  audit  by  the 
Internal  Revenue  Bureau.  Due  to  the  Internal  Revenue  Bureau’s  having  con¬ 
tested  in  the  courts  the  use  of  the  "last-in,  first-out”  principle  of  inventory 
valuation  by  retailers,  the  Bureau  delayed  the  audit  of  the  Company’s  tax 
returns  for  several  years.  The  Internal  Revenue  Bureau  lost  the  case  in  the 
courts  and  has  since  started  these  audits.  As  of  this  date,  however,  the  Com¬ 
pany’s  returns  have  not  been  closed  beyond  January  31,  1941. 
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Deferred  Payment  Sales  and  Accounts 


Sales  made  on  a  deferred  payment  basis  represented  an  important  segment 
of  the  Company’s  business  in  prewar  years.  Unavailability  of  many  of  the  types 
of  merchandise  customarily  sold  on  this  basis  due  to  wartime  controls  of  mate¬ 
rials  and  man  power  minimized  the  importance  of  this  type  of  transaction  in 
the  war  and  immediate  postwar  periods.  Government  controls  over  the  exten¬ 
sion  of  consumer  credit  also  contributed  substantially  to  the  decline  in  the  use 
of  this  type  of  sale.  Although  the  Company’s  total  sales  in  1944  were  240% 
of  its  1936  sales,  the  amount  of  such  sales  made  on  the  deferred  payment 
basis  was  approximately  the  same  in  1944  as  in  1936.  The  Company’s  deferred 
payment  sales  decreased  40%  from  1941  to  1944,  although  total  sales  increased 
60%  in  that  period. 

Throughout  the  postwar  years  the  Company’s  sales  of  merchandise  on  a 
deferred  payment  basis  have  reverted  toward  prewar  historic  patterns  as  con¬ 
trols  were  lifted  and  merchandise  availability  improved.  There  also  appears 
to  be  a  long  term  growth  of  consumer  preference  toward  purchasing  on  this 
basis.  The  wartime  accumulated  demand  for  those  types  of  merchandise  cus¬ 
tomarily  sold  on  a  deferred  payment  basis  and  the  demand  for  television  have 
been  so  great  that  the  Company’s  percentage  of  total  business  done  on  a  de¬ 
ferred  payment  basis  in  1949  was  slightly  higher  than  the  average  for  the 
1936-1940  period. 

Reference  has  been  made  to  the  $10,056,603  increase  for  the  year  1949 
in  customers’  deferred  payment  accounts  bringing  the  amount  of  such  accounts 
to  $30,941,103— an  increase  for  the  year  of  48%.  This  increase  in  the  Com¬ 
pany’s  investment  in  such  accounts  followed  a  comparable  increase  in  the  pre¬ 
ceding  year  of  41%.  The  rapid  growth  of  these  accounts  in  the  postwar  years 
is  shown  in  the  following  tabulation  giving  the  amount  of  such  accounts  at  the 
close  of  each  of  the  past  five  years,  the  increase  for  the  year,  and  the  percentage 
of  the  accounts  at  the  close  of  the  year  to  the  Company’s  total  sales  for  the  year: 


Deferred  Increase  %  of  Accounts 

Payment  for  to  Total  Sales 

Accounts  Year  of  the  Year 

1949 .  $30,941,103  $10,056,603  7.6 

1948 .  20,884,500  6,091,122  5.0 

1947 .  14,793,378  6,414,186  3.8 

1946 .  8,379,192  3,427,082  2.3 

1945 .  4,952,110  -  1.8 


1936-1940  average  for  the  period .  6.9 


.  17  . 


The  relationship  of  the  Company's  year  end  investment  in  customers' 
deferred  payment  accounts  to  its  total  sales  for  the  five  years  1936  to  1940, 
inclusive,  was  6.9%  which  compares  with  the  7.6%  at  the  close  of  1949.  The 
less  than  five  million  dollar  figure  at  the  close  of  1945  and  its  relationship  to 
total  sales  for  the  year  of  1.8%  were  definitely  subnormal  for  the  reasons 
previously  mentioned. 

The  Company  follows  the  custom  of  collecting  carrying  charges  on  cus¬ 
tomers’  deferred  payment  accounts.  Collection  losses  on  deferred  payment 
accounts  have  been  quite  reasonable  over  the  years.  Proper  granting  of  such 
credit,  coupled  with  an  aggressive  collection  follow-up  on  slow  paying 
accounts,  usually  results  in  a  net  collection  loss  of  approximately  one  half  of 
one  percent  of  the  sales  made  on  this  basis.  The  carrying  charge  paid  by  cus¬ 
tomers  is  sufficient  to  cover  such  losses,  yield  a  fair  interest  return  on  the  funds 
invested  and  compensate  for  the  additional  work  of  handling  such  accounts. 

In  the  last  annual  report  of  the  Company,  it  was  stated  that  consideration 
was  being  given  to  reverting  to  a  practice  followed  by  the  Company  in  the  pre¬ 
war  period  of  financing  a  part  of  its  investment  in  customers’  deferred  payment 
accounts  through  the  sale  or  pledging  of  such  accounts.  No  such  action  was 
taken,  however,  although  the  Company’s  investment  in  such  accounts  increased 
substantially  in  the  year.  The  Company’s  cash  requirements  of  1949  were  met 
by  other  means. 

These  accounts  can  be  sold  readily  to  banks,  on  a  non-recourse  basis,  by 
which  approximately  90%  of  the  face  value  of  the  accounts  becomes  imme¬ 
diately  available  in  cash.  Under  such  a  plan,  the  difference  between  the  face 
amount  of  the  accounts  sold  and  the  selling  price  represents  a  protective  reserve 
for  the  bank  against  possible  losses  in  collection.  This  reserve,  less  actual  losses 
sustained,  reverts  to  the  seller  as  the  accounts  are  collected.  The  cost  of  such 
financing  in  terms  of  discount  or  bank  carrying  charge  is  quite  reasonable.  It 
is  now  expected  that  the  Company  will  avail  itself  of  such  deferred  payment 
account  financing  in  1950.  The  extent  of  such  action  will  be  dictated  by  the 
Company’s  cash  requirements. 
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Property  and  Equipment 

Property  and  equipment,  $37,989,146  at  the  beginning  of  the  year,  de¬ 
clined  to  $34,708,173  at  its  close,  a  decrease  of  $3,280,973.  Depreciation 
charged  to  expense  for  the  year  totalled  $3,192,184.  Investment  in  the  capital 
stock  of,  and  in  net  advances  to,  Alstores  Realty  Corporation,  a  wholly  owned 
but  unconsolidated  real  estate  subsidiary,  was  increased  $3,615,924  in  the  year 
to  $5,885,869.  Considering  the  decrease  in  property  and  equipment  and  the 
increase  in  investment  in  Alstores  Realty  Corporation,  the  Company  had  a 
net  increase  for  the  year  in  the  two  combined  of  $334,951. 

Allied  Stores  Corporation  and  Subsidiaries  Consolidated  during  the  year 
increased  its  property  and  equipment  $15,380,289  before  giving  consideration 
to  depreciation  charges  and  sales  to  Alstores  Realty  Corporation.  Improve¬ 
ments  in  course  of  construction,  $7,711,450,  at  the  beginning  of  the  year  were 
transferred  to  buildings  and  equipment,  leasehold  improvements  and  fixtures 
and  equipment  as  such  work  was  completed.  Improvements  in  course  of  con¬ 
struction  at  the  close  of  the  year,  $639,672,  were  $7,071,778  less  than  at  the 
year’s  beginning.  The  transference  of  this  net  amount  plus  the  $15,380,289 
additions  to  property  and  equipment  was  represented  by  additions  to  land, 
$1,095,776;  buildings  and  equipment,  $7,673,008;  leasehold  improvements, 
$8,088,338;  and  fixtures  and  equipment,  $5,594,945. 

A  discussion  of  fixtures  and  equipment  appears  hereafter  under  a  separate 
caption.  Approximately  two-thirds  of  the  total  additions  to  land,  buildings  and 
leasehold  improvements  pertained  to  properties  subsequently  sold  to  Alstores 
Realty  Corporation.  Most  of  the  balance  represented  the  new  store  building 
addition  completed  during  the  year  by  Jordan  Marsh  Company,  Boston. 

Property  and  equipment  carried  at  a  depreciated  value  of  $15,469,079 
was  sold  to  Alstores  Realty  Corporation.  These  sales  included  land,  $2,018,026; 
buildings,  $7,879,519;  leasehold  improvements,  $5,362,838;  and  equipment, 
$208,696.  Cash  received  from  these  sales  amounted  to  $12,790,000  while  the 
balance,  $2,679,079,  is  reflected  herein  as  part  of  the  amount  due  from  Alstores 
Realty  Corporation.  A  special  section  of  this  report  starting  on  page  23  is 
devoted  to  a  discussion  of  the  operations  of  this  unconsolidated  real  estate 
subsidiary. 

Fixtures  and  Equipment: 

The  increase  in  fixtures  and  equipment  for  the  year,  $5,594,945,  included 
the  cost  of  fixturing  new  buildings  or  additions  in  Boston,  Cleveland,  Jamaica, 
Grand  Rapids  and  Greensboro.  Extensive  modernization  work  was  also  carried 


out  in  Minneapolis,  Seattle,  Tampa  and  Lowell.  These  major  operations  rep¬ 
resented  approximately  eighty  percent  of  the  Company’s  expenditures  for  the 
year  on  fixtures  and  equipment.  The  balance  represented  normal  additions 
and  improvements  in  the  remainder  of  the  stores. 

Fixtures  and  equipment  have  absorbed  an  ever  increasing  amount  of  funds 
over  the  past  few  years.  The  following  tabulation  shows  the  Company’s  fixture 
and  equipment  investment  at  the  close  of  each  of  the  last  five  years: 


1949 .  $18,087,693 

1948 .  14,836,151 

1947 .  11,392,148 

1946 .  6,531,786 

1945 .  4,740,065 


The  substantial  increases  in  fixtures  and  equipment  reflect  the  acquisition 
of  new  units,  the  fixturing  of  new  buildings  and  building  additions,  changes 
in  price  levels  and  the  unusual  amount  of  physical  plant  rehabilitation  work 
done  in  the  post  war  period.  For  the  decade  ended  with  the  year  1941,  the 
relationship  of  fixtures  and  equipment  at  the  close  of  each  year  to  annual  sales 
volume  averaged  approximately  four  and  one  quarter  per  cent.  The  1949  year 
end  relationship  was  4.4%. 

In  the  five  year  period  ending  with  1946,  little  could  be  done  toward 
replacement  of  fixtures  and  equipment  due  to  government  regulations  and 
shortages  of  labor  and  materials.  In  this  period,  the  price  levels  of  merchandise 
sold  were  increasing  and  physical  sales  volume  was  expanding  as  a  result  of 
increased  consumer  purchasing  power.  Consequently,  the  percentage  relation¬ 
ship  of  the  Company’s  fixtures  and  equipment  investment  to  its  annual  sales 
volume  declined  to  a  low  of  1.7%  in  1945. 

Beginning  soon  after  the  end  of  the  war,  but  not  becoming  fully  effective 
until  1947,  the  availability  of  labor,  materials  and  equipment  improved.  Price 
levels,  however,  had  increased  substantially  just  as  had  the  price  levels  of 
merchandise  sold  by  the  Company.  The  average  usable  life  of  store  fixtures 
and  equipment,  which  includes  floor  coverings  and  mechanical  appliances 
as  well  as  the  more  durable  counters  and  shelving,  is  about  ten  years.  Obso¬ 
lescence  as  well  as  physical  wear  is  a  factor  in  this  respect.  Necessary  replace¬ 
ments  at  the  higher  postwar  price  level  lie  behind  the  restoration  of  the  Com¬ 
pany’s  historic  prewar  "fixture  cost-sales  volume”  percentage  relationship. 

Many  of  the  major  modernization  and  rehabilitation  requirements  that 
accumulated  during  the  war  period  have  been  completed  while  others  are  now 
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in  process.  Annual  depreciation  charges  have  increased  substantially.  The 
Company  can  soon  expea  its  fixture  and  equipment  expenditures  to  approxi¬ 
mate  closely  its  depreciation  allowances.  The  year  1950,  however,  will  be 
another  year  when  fixture  and  equipment  purchases  will  exceed  such  depre¬ 
ciation. 

1950  Program 

Seattle,  Washington: 

The  last  annual  report  of  the  Company  mentioned  that  a  major  branch 
of  the  Bon  Marche  store  in  Seattle  was  under  construction  in  a  suburban 
development  known  as  Northgate.  Real  estate  to  house  this  branch  was 
developed  by  Alstores  Realty  Corporation  and  was  substantially  completed  in 
the  year.  Subsequent  to  the  close  of  the  year,  this  building  has  been  fixtured 
and  equipped.  It  opened  for  business  on  April  21,  1950. 

Boston,  Massachusetts: 

The  first  unit  of  the  new  Jordan  Marsh  Company  store,  which  has  been 
discussed  in  previous  reports,  was  completed,  fixtured  and  placed  in  operation 
during  1949.  Subsequent  to  the  close  of  the  year,  construction  was  started  on 
the  second  unit,  which  will  not  be  completed  until  well  into  1951.  The  cost 
of  this  work  is  being  borne  by  the  Company. 

Plans  for  two  branches  of  Jordan  Marsh  Company  have  been  discussed 
in  earlier  reports.  Such  branches  are  to  be  housed  in  rented  buildings  to  be 
construaed  by  others.  The  cost  of  fixturing  and  equipping  these  branches, 
however,  will  be  the  obligation  of  the  Company.  No  definite  completion  date 
has  been  established  for  either  of  these  prospective  branches.  It  will  not  be 
within  the  current  year. 

Columbus,  Ohio: 

The  Company’s  previous  report  told  of  plans  to  combine  the  operations 
of  The  Fashion,  acquired  in  1948,  with  those  of  the  Morehouse-Martens 
Company,  previously  owned.  The  real  estate  occupied  by  these  two  units  is 
controlled  by  Alstores  Realty  Corporation  and  is  separated  by  a  narrow  street. 
This  street  is  being  bridged  at  the  basement  and  upper  floor  levels,  converting 
the  two  buildings  into  a  single  operating  unit.  This  work  will  be  substantially 
completed  within  the  current  year.  Building  construaion  costs  have  been 
financed  by  Alstores  Realty  Corporation.  Costs  of  equipping  and  fixturing 
will  be  borne  by  the  Company. 
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Syracuse,  New  York: 

Real  estate  used  by  Dey  Brothers  is  occupied  under  a  long  term  lease  with 
a  fixed  annual  rental.  An  adjoining  building  fronting  on  the  city’s  principal 
street  has  been  leased  on  a  basis  of  a  minimum  rental  plus  a  small  percentage 
on  the  total  sales  of  the  store.  This  adjoining  building  will  be  occupied  by 
the  store  within  the  current  year.  The  two  buildings  will  be  modernized,  the 
newly  acquired  space  will  be  fixtured  and  the  interiors  of  both  buildings 
rehabilitated.  The  cost  of  this  work  will  be  borne  in  full  by  the  Company. 

Springfield,  Missouri : 

Real  estate  used  by  Heer’s,  Incorporated  is  occupied  under  a  long  term 
lease  with  a  rental  based  on  annual  sales  volume.  The  owner  of  the  real  estate 
is  now  constructing  an  addition  to  the  building.  In  connection  with  this 
expansion  of  facilities,  the  Company  will  fixture  and  equip  the  new  addition 
and  the  Company  and  the  owner  will  jointly  modernize  the  existing  building 
and  equipment. 

Lake  Charles ,  Louisiana: 

Real  estate  used  by  The  Muller  Company  is  occupied  under  a  long  term 
lease  with  a  rental  based  on  annual  sales  volume.  A  building  addition  is  being 
erected  by  the  owner  of  the  property.  The  cost  of  fixturing  the  addition  will  be 
borne  by  the  Company.  Coincidentally,  the  old  building  and  equipment  are 
being  modernized  by  the  landlord  and  the  Company  jointly. 

Others: 

Modernization  programs  of  more  than  normal  proportions  are  under 
way  in  Kansas  City,  St.  Paul,  Harrisburg,  Reading,  Easton  and  Jackson.  While 
costs  involved  in  each  of  these  situations  are  relatively  modest,  they  will  be 
borne  solely  by  the  Company  and  will  add  to  the  overall  excess  of  expenditures 
over  depreciation  charges  for  the  year. 
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Alstores  Realty  Corporation 


Alstores  Realty  Corporation  was  organized  in  1947  as  a  real  estate 
holding  company.  It  is  a  wholly  owned  subsidiary  of  Allied  Stores  Corpo¬ 
ration  devoted  exclusively  to  the  ownership  and  operation  of  real  estate.  It 
has  a  paid  in  capital  of  one  million  dollars.  Due  to  fundamental  differences 
in  its  purpose,  methods  of  operation,  financial  structure  and  policies  as  con¬ 
trasted  with  other  subsidiaries,  it  is  not  consolidated  therewith.  It  is  believed 
that  to  do  so  would  certainly  be  confusing  and  might  be  misleading.  Under 
the  Company’s  long  term  note  issue,  Alstores  Realty  Corporation  is  not  subject 
to  the  restrictions  on  funded  debt  which  apply  to  Allied  Stores  Corporation 
and  its  other  subsidiaries. 

This  real  estate  subsidiary  has  acquired  property  from  Allied  Stores 
Corporation  and  its  consolidated  subsidiaries,  as  well  as  from  outsiders.  Prin¬ 
cipal  properties  owned  are  leased  to  Allied  Stores  Corporation  or  its  consoli¬ 
dated  subsidiaries.  Leases  by  the  consolidated  subsidiaries  are  guaranteed  by 
Allied  Stores  Corporation  just  as  is  frequently  the  case  with  outside  landlords. 

Alstores  Realty  Corporation  finances  its  property  acquisitions  principally 
by  insurance  company  mortgages  and  bank  loans.  Such  obligations  are  secured 
by  liens  on  the  properties  and  by  pledges  of  rentals.  Additional  funds  required 
have  been  furnished  by  Allied  Stores  Corporation,  either  as  stock  subscriptions 
or  as  advances. 

As  appears  from  the  balance  sheet  of  Alstores  Realty  Corporation,  the 
major  portion  of  the  mortgage  bonds  secured  by  the  property  of  that  company 
have  not  been  assumed  by  it,  the  properties  having  been  purchased  subject  to 
such  mortgages.  The  reason  for  the  non-assumption  is  the  charter  provision 
restricting  subsidiary  funded  debt.  This  restriction  interferes  unduly  with 
Alstores  Realty  Corporation’s  ease  of  financing.  A  proposal  to  modify  it  in 
certain  respects  is  being  submitted  to  stockholders  for  their  approval  at  the 
annual  meeting. 

Purpose: 

It  has  long  been  the  policy  of  the  Company  to  keep  investment  in  real 
estate  to  a  minimum  so  that  its  capital  may  be  used  in  its  principal  field  of 
endeavor,  that  of  merchandising.  Long  term  leases  have  always  been  preferred 
to  property  ownership.  This  policy  has  been  reflected  in  the  form  by  which 
many  stores  have  been  acquired.  In  a  majority  of  instances  where  the  acquired 
store  had  previously  owned  the  real  estate  occupied  by  it,  the  seller  has  retained 
ownership  of  the  real  estate  and  leased  same  to  the  Company. 
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It  has  not  always  been  possible  to  acquire  stores  without  taking  their 
real  estate  holdings.  Occasionally  it  has  also  been  advisable  to  acquire  control 
of  properties  for  which  there  was  an  apparent  future  need.  Frequently  such 
control  could  be  obtained  most  advantageously  by  purchase.  Usually  major 
property  improvements  can  be  carried  out  more  expeditiously  if  the  real  estate 
is  owned,  since  such  improvements  to  leased  property  require  extensive  nego¬ 
tiations  with  outside  landlords.  It  also  becomes  possible  from  time  to  time  to 
make  advantageous  purchases  of  property  occupied  under  lease  arrangements. 
Such  situations  frequently  result  from  estate  or  tax  problems  of  the  landlord. 
For  all  of  these  reasons  the  Company  has  acquired  real  estate  from  time  to  time 
even  though  such  acquisitions  were  at  variance  with  its  continuing  policy  pref¬ 
erence  not  to  do  so. 

Real  estate  acquired  for  one  or  more  of  the  above  reasons  has  been  sold 
as  advantageous  opportunities  became  available.  This  has  been  done  to  free 
the  funds  represented  thereby  for  merchandising  uses  in  accordance  with  the 
Company’s  fundamental  financial  policy  mentioned.  Substantial  sales  have  been 
made  to  institutional  investors.  Such  sales  were  accompanied  by  lease-back 
arrangements  which  gave  an  assured  income  to  the  purchaser  and  an  assured 
occupancy  to  the  seller. 

The  supply  of  investment  funds  seeking  outlet  in  the  purchase  of  real 
estate  is  not  as  great  or  as  regular  in  its  flow  as  is  the  supply  of  insurance 
company  funds  seeking  outlet  in  the  bond  and  mortgage  fields.  Frequently,  a 
piece  of  real  estate  subject  to  a  long  term  lease  can  be  financed  substantially 
by  an  insurance  company  loan  more  readily  and  more  advantageously  than 
it  can  be  sold  to  outside  investors.  It  was  for  the  purpose  of  taking  advantage, 
when  such  advantage  exists,  of  the  more  ready  availability  and  more  favorable 
terms  of  mortgages  and  bonds  that  Alstores  Realty  Corporation  was  organized 
as  a  wholly  owned  subsidiary  of  Allied  Stores  Corporation.  It  affords  the 
Company  greater  flexibility  in  its  store  occupancy  problems  and  still  enables 
the  Company  to  limit  its  investment  in  real  estate  to  a  reasonable  minimum. 

Balance  Sheet: 

Alstores  Realty  Corporation’s  total  assets  at  the  close  of  the  year,  $37,- 
908,896,  consisted  primarily  of  property  and  equipment,  $35,679,431.  The 
remaining  assets  were  incidental  to  the  ownership  and  financing  of  these 
properties.  Property  and  equipment  increased  $22,853,572  during  the  year 
from  $12,825,859  at  the  year’s  beginning.  Depreciation  charged  to  expense 
totalled  $474,036.  Property  and  equipment  additions  in  the  year  included 


.  24  . 


purchases  from  the  Company,  $16,1 19,000;  purchases  from  others,  $1,788,683 ; 
and  construction  and  improvement  expenditures,  $5,419,925. 

Properties  acquired  from  the  Company,  with  two  exceptions,  were  taken 
over  at  prices  closely  approximating  the  Company’s  former  carrying  value  of 
such  properties.  In  these  two  exceptions,  the  carrying  values  of  the  properties 
were  $592,594  less  than  their  cost  to  the  Company  as  reflected  by  its  federal 
income  tax  records.  In  these  instances,  the  purchase  prices  represented  the  tax 
cost  figures  rather  than  the  carrying  value  figures  at  which  the  properties  had 
been  included  in  previous  reports  of  the  Company.  This  excess  of  sales  prices 
over  former  carrying  values  is  shown  as  a  valuation  deduction  from  the  amount 
due  from  Alstores  Realty  Corporation  on  the  balance  sheet  of  Allied  Stores 
Corporation  and  Subsidiaries  Consolidated. 

Mortgage  loans  amounting  to  $28,976,600  are  secured  by  liens  on 
$34,135,130  of  property  and  $1,800,000  deposits  in  escrow.  These  loans  are 
also  secured  by  pledges  of  rental  payments  under  leases  to  the  Company 
covering  most  of  these  properties.  Similar  rental  payments  on  other  property 
are  pledged  as  security  on  note  issues  totalling  $1,458,951. 

Accounts  payable  and  accrued  accounts  represent  primarily  amounts 
owing  on  construction  and  improvement  work,  the  financing  of  which  will 
become  effective  when  the  work  is  finished.  Long-term  debt  was  increased  by 
$19,882,851  to  $30,435,551  at  the  close  of  the  year,  in  connection  with  the 
year’s  property  purchases  and  additions.  The  accountants’  Notes  to  Financial 
Statements  set  forth  pertinent  facts  regarding  long-term  debt. 

Advances  from  Allied  Stores  Corporation  and  Subsidiaries  Consolidated, 
$5,478,463,  at  the  close  of  the  year  were  $3,458,518  greater  than  at  the  year’s 
beginning.  Allied  Stores  Corporation  also  purchased  7500  additional  shares 
of  Capital  Stock,  thereby  increasing  the  stock  capitalization  from  $250,000 
to  $1,000,000.  Additional  funds  received  from  these  advances  and  the  stock 
issuance,  $4,208,518,  were  used  as  equity  money  in  the  purchase  of,  and  in 
making  additions  to,  property  and  equipment  of  $23,327,608. 

1949  Operations: 

Rental  income  for  the  year,  $1,270,488,  was  $36,755  in  excess  of  ex¬ 
penses  which  included  a  depreciation  charge  of  $474,036.  The  only  major 
item  of  expense  other  than  depreciation  provision  was  interest  on  money 
borrowed,  $726,691.  Of  this  amount,  $209,301  represented  interest  on 
advances  from  Allied  Stores  Corporation.  Expenses  other  than  depreciation 
and  interest  totalled  $33,006.  Provision  for  federal  income  taxes,  $18,000, 
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left  net  earnings  for  the  year  of  $18,755.  These  earnings  were  retained  for 
use  in  the  business  as  has  been  the  case  with  previous  earnings,  $24,072, 
bringing  the  accumulation  of  such  retained  earnings  to  $42,827. 

Future  Operations: 

Leases  in  operation  at  the  beginning  of  1950  provide  for  rental  income 
of  $2,455,770  for  the  year.  Interest  on  indebtedness  then  outstanding  will  be 
$1,388,175.  Depreciation  on  property  and  equipment  then  owned  will  be 
$997,059.  Transactions  entered  into  in  1950  will  affect  these  annual  totals.  A 
mortgage  of  $279,000  will  fall  due  near  the  end  of  the  year.  This  mortgage 
will  undoubtedly  be  refunded.  Amortization  payments  for  the  year  total 
$831,356. 

While  in  the  last  two  years  property  owned  and  long  term  debt  owed 
have  expanded  substantially,  no  similar  rate  of  future  expansion  is  foreseen. 
It  is  expected,  however,  that  the  Company  will  continue  to  use  this  method 
of  handling  certain  of  its  real  estate  problems  when  it  seems  advantageous 
to  do  so.  It  is  probable,  therefore,  that  additional  properties  will  be  acquired 
from  time  to  time. 

Rentals  are  somewhat  in  excess  of  interest  and  amortization  require¬ 
ments.  Certain  of  the  amortization  requirements  decrease  as  the  loans  become 
partially  amortized.  When  the  long  term  debt  is  reduced  substantially  by 
amortization,  refunding  may  be  advisable.  Funds  for  the  repayment  of  ad¬ 
vances  from  Allied  Stores  Corporation  will  come  from  these  sources. 
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The  Company’s  Funded  Debt 


On  December  31,  1947,  the  Company  sold  $25,000,000  of  its  31/8%  notes  due 
December  31,  1967  to  two  life  insurance  companies.  In  anticipation  of  the  February, 
1950  repayment  provisions  of  the  notes,  a  payment  of  $750,000  was  made  during  the 
year  1949  which,  together  with  a  similar  payment  made  in  the  preceding  year,  reduced 
the  outstanding  amount  of  these  notes  to  $23,500,000  at  the  close  of  the  year. 

Sinking  Fund: 

The  notes  provide  for  a  sinking  fund  that  will  amortize  78%  of  the  face  amount 
prior  to  maturity.  Annual  sinking  fund  requirements  provide  for  payments  on  principal 
of  $750,000  in  each  year  through  1956:  $1,000,000  in  each  of  the  years  1957  through 
I960;  $1,250,000  in  each  of  the  years  1961  through  1964;  and  $1,500,000  in  each  of 
the  years  1965  through  1967. 

Call  Premium: 

The  Company  may  prepay  all  or  any  part  of  the  notes  subsequent  to  1964  without 
penalty.  Prepayments  may  be  made  at  any  earlier  date  upon  payment  of  stated  premiums. 
The  premiums  decline  progressively  from  3%  through  1950  to  .2%  in  1964.  Prepay¬ 
ments  of  $1,000,000  face  amount,  however,  may  be  made  by  the  Company  at  its  option 
on  any  February  first  without  premium  penalty. 

Restrictions: 

As  is  customary  with  corporate  funded  debt,  these  notes  contain  certain  restrictive 
provisions  regarding  dividend  payments  and  the  issuance  of  additional  funded  debt. 
These  restrictions  pertain  to  the  financial  condition  of  the  Company  at  the  time  of  the 
contemplated  action.  The  financial  condition  of  the  Company  at  the  close  of  the  year 
was  such  that  these  restrictive  provisions  have  no  effect  on  the  Company’s  current  actions 
and  it  does  not  appear  that  they  will  become  operative  in  the  foreseeable  future. 

The  restrictive  clauses  pertaining  to  the  payment  of  dividends  are  not  applicable  to 
the  payment  of  dividends  on  the  Company’s  Preferred  Stock  now  authorized.  Of  the 
Company’s  earned  surplus  at  the  close  of  the  year,  $62,736,082,  the  restrictive  clauses 
of  this  note  issue  pertaining  to  the  payment  of  dividends  on  Common  Stock  were 
applicable  to  $33,421,118,  leaving  $29,314,9 64  free  of  any  such  restrictions. 

The  Company’s  financial  position  at  the  close  of  the  year  was  such  as  to  permit 
additional  funded  debt  to  be  incurred  to  the  extent  of  $23,500,000,  free  of  the  restric¬ 
tive  provisions  of  these  notes.  Restrictions  of  the  right  of  the  Company  to  issue  additional 
funded  debt  are  not  applicable  to  such  debt  of  non-restricted  subsidiaries  as  defined  in 
the  note  issue.  Alstores  Realty  Corporation  is  such  an  unrestricted  subsidiary. 
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The  Company’s  Capital  Stocks 
Preferred  Stock 

The  Company’s  charter  was  amended  in  1945  to  authorize  the  issuance 
of  300,000  shares  of  $100  par  value  Cumulative  Preferred  Stock  at  such  times 
as  the  directors  of  the  Company  may  decide.  This  stock  shares  voting  rights 
with  the  Common  Stock  on  a  share  for  share  basis  and  may  elect  two  directors 
if  dividends  are  in  default  for  six  quarterly  periods.  The  annual  sinking 
fund  requirement  on  this  stock  is  2%  of  the  greatest  amount  ever  issued. 

Coincidentally  with  the  redemption  of  a  previously  authorized  issue  of 
the  Company’s  Preferred  Stock  and  a  cancellation  of  the  authorization  of 
same,  the  Company  issued,  on  September  19,  1945,  200,000  shares  of  this 
new  stock  bearing  a  4%  dividend  rate.  Of  the  200,000  shares  originally  issued, 
187,900  were  outstanding  at  the  beginning  of  the  year,  12,000  shares  having 
been  retired  prior  thereto  to  meet  sinking  fund  requirements,  and  100  shares 
having  been  purchased  and  held  in  the  treasury. 

In  connection  with  the  acquisition  during  the  year  of  The  Sterling  & 
Welch  Company,  Cleveland,  Ohio,  27,163  shares  of  the  Company’s  Pre¬ 
ferred  Stock  were  issued.  This  newly  issued  stock  was  identical  in  character 
with  the  200,000  shares  originally  issued.  This  increased  the  total  amount 
of  shares  ever  issued  to  227,163  and  increased  the  annual  sinking  fund  re¬ 
quirement  from  4,000  shares  to  4,5 44  shares.  During  the  year,  5,346  shares 
were  purchased  and  4,544  shares  were  cancelled  to  meet  sinking  fund  require¬ 
ments  of  the  period,  leaving  902  shares  in  the  treasury  at  the  close  of  the  year. 

Cancellation  of  shares  to  meet  sinking  fund  requirements  has  reduced 
the  number  of  shares  presently  authorized  to  283,456.  Shares  presently  au¬ 
thorized  but  unissued,  72,837,  may  be  issued  at  any  time  or  from  time  to 
time  by  the  Board  of  Directors  of  the  Company  in  accordance  with  provisions 
of  the  Company’s  charter  governing  such  actions.  The  Board  of  Directors 
have  proposed  a  modification  in  the  charter  provisions  pertaining  to  sinking 
fund  requirements  for  such  unissued  stock  which  will  be  submitted  to  the 
holders  of  the  Company’s  Common  Stock  and  Preferred  Stock  for  their  ap¬ 
proval  at  the  next  annual  meeting. 
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Ownership: 

Excluding  stock  in  the  names  of  brokers  and  known  nominees,  on  April 
1,  1950,  there  were  2,178  holders  of  record  of  the  Company’s  Preferred 
Stock.  This  compares  with  2,285  one  year  earlier.  The  following  summary 
shows  the  number  of  such  holders  classified  by  the  number  of  shares  held: 


Holders  of:  Holders  of: 


1  to  10  shares 

645 

101  to  500  shares 

127 

11  to  25  M 

618 

501  to  1000  " 

8 

26  to  50  " 

526 

over  1000  “ 

15 

51  to  100  M 

239 

Total 

2,178 

Asset  and  Earnings  Coverage: 

Current  assets  minus  all  liabilities  and  total  assets  minus  all  liabilities  at 
the  close  of  the  year  expressed  in  terms  of  per  share  of  Preferred  Stock  presently 
outstanding,  together  with  annual  earnings  expressed  in  terms  of  "times 
dividend  requirements”  on  such  stock,  are  shown  for  each  of  the  last  five  years 
in  the  following  tabulation: 


Per  Share  of  Preferred  Stock 


Current 

Total 

Dividend 

Assets  minus 

Assets  minus 

Requirements 

Total  Liabilities 

Total  Liabilities 

Times  Earned 

1949 . 

$324.57 

$525.90 

14.6 

1948 . 

290.62 

491.01 

18.8 

1947 . 

253.87 

440.77 

16.2 

1946 . 

297.70 

411.20 

21.9 

1945 . 

222.18 

291.40 

10.0 

ndend  Record: 

Regular  quarterly  dividend  payments  and  annual 

sinking  fund  require- 

ments  have  been  met  when  due  since  this  stock  was  originally  issued  in  1945. 
The  same  was  true  of  the  Company’s  5%  Preferred  Stock  which  came  into 
being  in  1935  and  was  redeemed  at  the  time  the  issue  now  outstanding  was 
created.  The  Company’s  preferred  stocks,  therefore,  have  a  record  of  fifteen 
years  of  uninterrupted  dividend  payments. 
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Common  Stock 


There  were  2,107,922  shares  of  the  Company's  Common  Stock  outstand¬ 
ing  at  the  beginning  and  close  of  the  year.  Excluding  stock  in  the  names  of 
brokers  and  known  nominees,  on  April  1,  1950,  there  were  17,549  holders 
of  the  Company’s  Common  Stock.  This  compares  with  17,574  such  holders  one 
year  earlier.  The  following  summary  shows  the  number  of  such  holders  of  the 
Company’s  Common  Stock  classified  by  the  number  of  shares  held: 


Holders  of:  Holders  of: 


1  to 

25  shares 

7,514 

501  to  1000  shares 

127 

26  to 

50  " 

3,860 

1001  to  5000  " 

69 

51  to 

100  " 

3,904 

over  5000 

15 

101  to 

500  " 

2,060 

Total 

17,549 

Earnings  and  Asset  Values: 

Common  Stock  Equity— total  assets  minus  all  liabilities  and  Preferred 
Stock— is  shown  in  total  and  in  terms  of  per  share  of  Common  Stock  outstand¬ 
ing  at  the  close  of  each  of  the  past  ten  years  on  a  graph  on  the  opposite  page. 
Common  Stock  equity  of  the  Company  increased  $72,082,362  in  the  decade 
or  from  $17,236,303  on  January  31,  1940  to  $89,318,665  on  January  31,  1950. 
Of  this  increase,  $11,862,688  represented  proceeds  from  the  sale  of  257,840 
shares  of  additional  stock  in  1946  and  $1,469,654  represented  net  assets  re¬ 
ceived  in  exchange  for  45,200  shares  issued  in  the  acquisition  of  two  stores  in 
the  period.  Retained  earnings— total  earnings  less  dividends  paid  on  Preferred 
and  Common  Stocks— were  approximately  fifty-eight  million  dollars  for  the 
decade.  Equity  per  share  of  Common  Stock  outstanding  increased  in  the  decade 
from  $9.49  to  $42.37. 

Earnings  for  the  year,  dividends  paid  in  the  year  and  Common  Stock 
Equity  at  the  close  of  the  year  are  shown  on  a  per  share  basis  for  each  of  the 
past  five  years  below: 


1949- 

1948. 

1947. 

1946. 

1945. 


Earnings  per 
Share  of 
Common  Stock 
$5.42 
7.14 
6.20 
8.52 
4.05 


Dividends  per 
Share  of 
Common  Stock 
$3.00 
3.00 
3.00 
1.90 
1.45 


Equity  per 
Share  of 
Common  Stock 
$42.37 
39.94 
35.49 
32.35 
22.78 


.  30  . 


TOTAL  COMMON  STOCK  EQUITY 

AND 

BOOK  VALUE  OF  COMMON  STOCK 


100 


total  common  stock  equity 

(IN  MILLIONS  OF  DOLLARS) 

BOOK  VALUE  OF  COMMON  STOCK 
(IN  DOLLARS  PER  SHARE} 


PROCEEDS  OF  SALE 
OF  257,840  SHARES 
OF  COMMON  STOCK 


1940  1941  1942  1943  1944  1945  1946  1947  1948  1949 
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Pertinent  Facts  About  Allied 

Scope: 

Allied  Stores  Corporation  is  primarily  a  holding  company  with  its  capital 
invested  in  one  hundred  percent  ownership  of  29  department  stores,  39 
branches  or  smaller  stores  carrying  general  lines  of  consumer  merchandise, 
which  might  be  classified  as  junior  department  stores,  and  5  specialty  shops 
carrying  only  limited  lines  of  merchandise.  Five  very  small  stores  located  in 
the  Rocky  Mountain  area  with  combined  annual  sales  volume  of  less  than 
one  million  dollars  were  sold  in  1949  at  their  asset  value.  Two  specialty  shops 
owned  at  the  beginning  of  1949  were  combined  with  a  third  one  purchased 
during  the  year  and  thus  formed  the  Company’s  twenty-ninth  department  store. 

The  principal  lines  of  merchandise  carried  in  the  stores  are  women’s, 
men’s  and  children’s  clothing  and  accessories,  and  general  articles  for  home 
needs  with  emphasis  on  household  appliances  and  other  large  unit  household 
items.  Most  of  the  larger  stores  operate  basement  divisions  appealing  to  the 
lower  income  groups  of  consumers.  In  general,  the  stores  endeavor  to  satisfy 
most  of  the  usual  merchandise  needs  of  consumers  from  the  lower  income 
groups  up  to  and  including  those  of  the  families  of  the  professional  man,  the 
business  man  and  the  executive.  It  is  estimated  that  on  the  average,  one  home 
in  every  twelve  in  the  United  States  represents  a  customer  of  Allied. 

The  Company  through  a  subsidiary,  Allied  Purchasing  Corporation, 
operates  domestic  buying  offices  in  New  York,  Chicago  and  Los  Angeles. 
Foreign  merchandise  markets  are  covered  by  another  subsidiary,  Metasco,  Inc., 
which  conducts  a  restricted  export  and  import  business  with  western  Europe 
and  the  Far  East  and  represents  the  Company  in  those  markets.  These  sub¬ 
sidiaries  employ  approximately  six  hundred  people. 

Specialized  staffs  are  maintained  in  the  Company’s  home  office  covering 
such  fields  as  taxes,  insurance,  accounting  systems  and  methods,  consumer 
credits,  statistical  analyses  and  forecasting,  personnel,  supply  purchasing,  plant 
maintenance  and  improvement,  store  planning,  display,  sales  promotion  and 
general  research  on  merchandising  and  store  operating  problems.  Services  of 
these  staffs  are  always  available  to  the  stores  and  are  used  by  the  stores  either  as 
a  matter  of  daily  operating  procedure  or  for  specialized  assistance  on  unusual 
situations  as  required. 

Principles: 

The  executive  personnel  of  an  individual  store  owned  by  the  Company  is 
very  similar  as  to  number,  caliber  and  function  to  that  of  independently  owned 
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and  operated  department  stores  of  like  size  and  character.  The  form  of  organi¬ 
zation  is  usually  changed  but  little  when  an  independently  owned  store  is 
acquired  by  the  Company.  Activities  of  the  central  organization  are  directed 
toward  making  the  efforts  of  the  individual  store  executives  more  effective, 
rather  than  toward  minimizing  the  need  for  them. 

In  general,  the  merchandise  and  promotional  appeal  of  the  individual 
stores  owned  by  the  Company  is  the  same  as  before  they  were  acquired.  Effort 
is  directed  to  intensifying  and  increasing  the  effectiveness  of  each  individual 
store's  operations  in  accordance  with  its  established  character  rather  than  to 
change  this  appeal  in  character  in  order  to  standardize  as  between  stores.  The 
importance  of  treating  each  store  as  a  separate  and  distinct  unit  with  charac¬ 
teristics  and  problems  peculiar  to  itself  and  its  community  is  stressed  through¬ 
out  the  Company’s  operation. 

Merchandise  sold  in  a  store  may  be  selected  and  purchased  by  a  buying 
executive  of  that  store,  by  a  group  of  such  executives  from  several  of  the  stores, 
a  similar  executive  of  one  of  the  Company’s  buying  offices  or  by  a  combination 
of  the  efforts  of  store  and  buying  office  executives.  The  exact  method  used 
varies  widely  by  lines  of  merchandise  and  is  dictated  primarily  by  the  impor¬ 
tance  of  the  item  and  the  characteristics  of  the  merchandise  and  the  markets 
from  which  it  is  obtained.  Regardless  of  the  particular  method  used  in  the 
selection  of  an  item  and  the  negotiation  of  terms  of  purchase,  questions  of 
quantities  and  timing  remain  the  primary  responsibility  of  the  executives  of  the 
individual  store. 

The  chief  management  executives  of  the  Company’s  home  office  work 
closely  with  the  chief  executives  of  the  stores  in  advisory  and  supervisory 
capacities.  Such  work  is  concentrated  in  the  fields  of  policy,  principles  of  opera¬ 
tion,  organization,  executive  personnel  and  its  development,  and  planning.  For 
this  purpose  the  stores  are  divided  into  management  groups.  Size,  character  of 
operation,  and  geographical  location  are  factors  considered  in  this  grouping 
of  stores. 

Diversification : 

Diversification  is  recognized  as  an  important  factor  of  safety  in  business 
and  investment.  Diversification  is  inherent  in  department  stores  due  to  the  wide 
scope  of  their  appeal  by  quality  levels  and  the  varied  lines  of  merchandise 
carried.  It  is  the  conscious  policy  of  the  Company  to  add  to  these  natural  ele¬ 
ments  of  diversification  the  advantages  of  diversification  by  the  size  and  char¬ 
acter  of  stores  owned,  the  communities  they  serve,  and  by  geographical  regions. 
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The  fifteen  largest  stores  owned  by  the  Company  contribute  68.7%  of 
the  Company’s  annual  sales  volume,  while  the  remaining  fourteen  department 
stores  contribute  16.2%.  The  39  junior  department  stores  or  branches  and  the 
5  specialty  stores  combined,  contribute  15.1%  of  annual  sales  volume.  A  map 
on  page  35  shows  the  distribution  of  the  Company’s  business  by  geographical 
regions  in  comparison  with  the  population  and  consumer  income  of  the 
regions.  These  factors  are  expressed  in  terms  of  percent  to  total  country 
figures.  In  comparison  with  population  and  consumer  income,  the  Company’s 
business  is  concentrated  to  somewhat  more  than  a  statistical  balance  in  the 
higher-than-average-income  per  capita  northeast  and  in  the  more  rapidly  grow¬ 
ing  southwest  and  far  west  regions. 

Opportunities  and  Objectives: 

The  Company’s  activities  form  a  part  of  one  of  the  most  fundamental  of 
all  industries,  that  of  distributing  needed  and  wanted  merchandise  to  the  con¬ 
sumer.  Laboratory  discoveries  or  inventions  of  others,  technological  improve¬ 
ments,  mass  changes  in  customs  or  habits,  and  the  dictates  of  fashion  contain  no 
hazards  but  rather  offer  opportunities  to  the  alert  retailer. 

While  distribution  to  consumers  is  a  fundamental  industry,  it  is  also  a 
highly  competitive  one.  Identical  or  similar  merchandise  is  generally  available 
to  competitors  at  approximately  the  same  cost  price.  Usually,  cost  prices  are 
established  by  the  manufacturer  and  retail  prices  by  competitors.  Many  ele¬ 
ments  of  operating  expense  are  of  an  inflexible  nature  and  are  constantly 
becoming  more  so.  There  are  no  effective  patents,  trademarks,  or  copyrights 
that  assure  profits  or  cushion  losses  for  the  retailer.  Buying  and  selling  are  each 
done  in  open  competitive  markets  which  means  on  a  basis  at  which  the  measure 
of  success  is  determined  by  the  degree  of  efficiency  and  effectiveness. 

Competition  for  consumer  patronage  and  favor  not  only  exists  between 
retailers  of  a  given  type  but  even  more  intensely  between  types  of  retailing.  Each 
of  these  various  types  of  retailing  has  its  advantages  and  disadvantages.  The 
Company’s  executives  do  not  recognize  its  operations  as  necessarily  represent¬ 
ing  any  particular  type  of  retailing  but  are  constantly  studying  all  types  in  order 
to  secure  the  advantages  of  each  for  the  Company.  While  the  stores  were  tradi¬ 
tionally  individual,  locally  owned  department  stores  and  still  retain  the  advan¬ 
tages  of  such,  through  central  ownership  and  a  strong  central  office  many  of 
the  advantages  of  the  various  types  of  chains  and  other  forms  of  mass  distribu¬ 
tion  are  available  or  attainable. 
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NATIONAL  DISTRIBUTION  OF  ALLIED  STORES’  SALES 
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PUBLIC  ACCOUNTANTS 

233  BROADWAY 


CORRESPONDENTS  IN 
CANADA,  GREAT  IRITAIN 
AND  OTHER  FOREIGN  COUNTRIES 


NEW  YORK  7,  N.  Y. 


April  21,  1950. 


Board  of  Directors, 

Allied  Stores  Corporation, 

New  York,  New  York. 

We  have  examined  the  consolidated  balance  sheet  of  Allied  Stores  Corporation 
and  subsidiaries  consolidated  as  of  January  31,  1950,  and  the  related  consolidated  state¬ 
ments  of  earnings  and  common  stockholders’  equity  for  the  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing  pro¬ 
cedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  consolidated 
statements  of  earnings  and  common  stockholders’  equity  present  fairly  the  consolidated 
financial  position  of  Allied  Stores  Corporation  and  its  subsidiaries  consolidated 
at  January  31,  1950,  and  the  consolidated  results  of  their  operations  for  the  year  then 
ended,  in  conformity  with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 


Certified  Public  Accountants. 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Consolidated  Statement  of  Earnings 
for  the  Fiscal  Year  Ended  January  31,  1950 


Net  sales  (including  leased  departments) 
Cost  of  goods  sold . 


Gross  margin 


Operating  expenses: 

Administrative,  buying,  occupancy,  publicity,  general  and 
selling  expenses,  including  provision  for  estimated  losses 


on  collections  (less  carrying  charges  to  customers  on  de¬ 
ferred  accounts)  .  $96,423,620 

Rent  (including  $1,270,488  to  Alstores  Realty  Corporation)  8,505,933 

Provision  for  depreciation  and  amortization .  3,192,184 

Maintenance  and  repairs .  2,880,775 


Operating  earnings 

Deductions  from  earnings— net: 


Interest  paid  .  $  904,665 

Non-operating  deductions  .  305,010 

$  1,209,675 

Less  non-operating  income  (including  interest  of  $209,301 
from  Alstores  Realty  Corporation) .  532,163 


Earnings  before  federal  income  taxes. 

Provision  for  federal  income  taxes . 


Consolidated  net  earnings  for  year . 


See  notes  to  financial  statements. 
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$407,838,280 

276,530,954 

$131,307,326 


111,002,512 
$  20,304,814 

677,512 
$  19,627,302 

7,400,000 

$  12,227,302 


ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 

Consolidated  Balance  Sheet ,  January  31, 1950 


ASSETS 

Current  Assets : 

Cash . 

Accounts  and  notes  receivable— customers: 

Regular  accounts .  $34,529,277 

Deferred  accounts  and  notes .  30,941,103 

$65,470,380 

Less  allowances  for  losses  on  collection  and  for  deferred 
carrying  charges .  4,172,763 


Accounts  receivable— suppliers  and  miscellaneous . 

Merchandise  inventories  (Note  A) . 

Claimable  refunds  of  federal  income  taxes  of  prior  years. 


Prepaid  expenses: 

Prepaid  rent,  taxes,  insurance  and  other  expenses .  $  1,389,858 

Inventories  of  supplies .  1,738,379 

Total  current  assets  . 


Other  Assets: 

Insurance  and  other  deposits .  $  476,041 

Investments  and  miscellaneous  assets .  1,062,523 

hives t went  in  and  Advances  to  Alstores  Realty  Corporation 

(100%  owned)—  See  statements  attached .  $  6,478,463 

Less  excess  of  sales  price  over  former  carrying  value  of  prop¬ 
erties  transferred  to  Alstores  Realty  Corporation .  592,594 

Property  and  Equipment: 

Land,  at  cost .  $  1,124,027 

Buildings  and  equipment  on  owned  properties,  at  cost,  less 
accumulated  depreciation  of  $343,420 .  414,455 

Buildings  and  improvements  to  leased  properties,  at  cost,  less 
accumulated  amortization  of  $2,287,446 .  14,442,326 

Store  fixtures  and  equipment,  at  cost,  less  accumulated  de¬ 
preciation  of  $7,429,200 . 18,087,693 

Buildings  and  other  improvements  in  course  of  construction, 
at  cost  .  639,672 

Unamortized  Long-Term  Note  Expense 


Goodwill  and  Other  Intangible  Assets 


See  notes  to  financial  statements. 


$  7,145,713 


61,297,617 

2,212,398 

52,127,428 

2,643,123 


3,128,237 

$128,554,516 


1,538,564 


5,885,869 


34,708,173 

89,532 

1 


$170,776,655 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 

Consolidated  Balance  Sheet,  January  31,  1930 
LIABILITIES 

Current  Liabilities: 

Accounts  payable  . 

Accrued  accounts . 

Taxes  (other  than  federal  income  taxes) . 

Federal  income  taxes  . 

Total  current  liabilities . 


3/4%  Promissory  Notes  Payable  from  1951  to  1967  ( Note  B ) 


Stockholders'  Equity: 

Cumulative  preferred  Stock,  par  value  $100  per  share: 


Authorized— 283,456  shares 

Issued— 4%  Series  (Note  C)— 210,619  shares, 

less  902  shares  held  in  treasury .  $20,971,700 

Common  stockholders’  equity,  see  following  page .  89,318,665 


See  notes  to  financial  statements 


$  17,802,050 
6,501,531 
4,137,831 
8,544,878 

$  36,986,290 


23,500,000 


110,290,365 


$170,776,655 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Consolidated  Statement  of  Common  Stockholders’  Equity 
for  the  Fiscal  Year  Ended  January  31,  1930 


Common  Stock: 

Amount  of  capital  fixed  by  the  Board  of  Directors  at  $1.00 
per  share: 

Amount  at  January  31,  1949  and  January  31,  1950: 

Authorized— 2,500,000  shares 

Issued  and  outstanding— 2,107,922  shares .  $  2,107,922 


Additional  amounts  received  for  shares  issued  in  excess  of 
fixed  amount  of  $1.00  per  share,  and  discounts  on  repurchase 
of  preferred  stock  (capital  surplus): 

Amount  at  January  31,  1949 .  $24,441,300 

Discount  on  repurchase  of  cumulative  preferred  stock 

during  year .  33,361 

Amount  at  January  31,  1950 .  24,474,661 


Earnings  retained  for  use  in  the  business  since  June  1,  1935 
(earned  surplus) : 

Amount  at  January  31,  1949 .  $57,632,872 

Add  consolidated  net  earnings  for  year  ended  January 

31,  1950 .  12,227,302 

$69,860,174 


Deduct  cash  dividends: 

On  cumulative  preferred  stock,  4%  Series  —  four 

quarterly  dividends .  $  800,326 

On  common  stock  —  four  quarterly  dividends  of 

$.75  per  share .  6,323,766 

$  7,124,092 


Amount  at  January  31,  1950,  of  which  $33,421,118  is 
restricted  by  provisions  of  the  3Vi%  promissory  notes 

from  the  payment  of  dividends  on  common  stock .  62,736,082 


Total  common  stockholders ’  equity .  $89,318,665 

See  notes  to  financial  statements. 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Notes  to  Financial  Statements 


The  consolidated  statements  include  all  subsidiaries,  except  Alstores  Realty  Corporation  (100% 

owned),  for  which  separate  statements  are  submitted. 

(A)  The  amounts  for  inventories  of  merchandise  on  hand  at  January  31,  1950  were  generally 
stated  on  the  basis  of  cost  or  market,  whichever  is  lower,  as  determined  by  the  retail  inventory 
method,  net  of  discounts,  using,  as  to  certain  inventories,  the  last-in,  first-out  principle  based  on 
published  indexes  of  price  changes  since  January  31,  1941.  The  inventories  based  on  the  last-in, 
first-out  principle  are  stated  at  $4,291,862  less  than  if  this  principle  had  not  been  followed. 

(B)  Under  the  terms  of  the  3Vs%  promissory  notes  due  1967,  the  Corporation  is  obligated  to 
pay  annual  instalments  of  principal  on  February  1  of  each  year  in  the  amount  of  $750,000  from 
1951  to  1956,  $1,000,000  from  1957  to  I960,  $1,250,000  from  1961  to  1964,  and  $1,500,000 
from  1965  to  1967. 

(C)  During  the  year,  27,163  shares  of  cumulative  preferred  stock,  4%  Series,  were  issued  in 
connection  with  the  acquisition  of  The  Sterling  &  Welch  Company,  Cleveland. 

Under  the  terms  of  the  Certificate  of  Incorporation,  the  Corporation  is  obligated  on  or  before 
December  31  of  each  year  to  acquire  4,544  shares  of  cumulative  preferred  stock,  4%  Series, 
at  the  sinking  fund  redemption  price  of  $100  per  share,  or  by  purchase  not  exceeding  such 
redemption  price.  During  the  year,  the  Corporation  repurchased  5,346  shares,  and  retired  4,544 
shares.  Accordingly,  the  Corporation  has  complied  with  such  requirements  up  to  January  31, 
1950,  and  is  holding  in  treasury  902  shares  for  future  requirements. 

The  4%  Series  of  cumulative  preferred  stock  may  be  redeemed  in  whole  or  in  part  at  any  time 
up  to  October  1,  1950  at  $102  per  share  plus  accrued  dividends,  and  at  reduced  premiums 
thereafter.  In  the  event  of  voluntary  liquidation,  the  holders  of  such  stock  are  entitled  to  the 
current  redemption  price,  other  than  for  sinking  fund  requirements,  and  in  the  event  of  in¬ 
voluntary  liquidation  to  $100  per  share  and  accrued  dividends. 

(D)  At  January  31,  1950,  the  Corporation  and  its  consolidated  subsidiaries  had  192  leases  having 
terms  of  more  than  three  years  from  that  date.  The  rentals  under  these  leases  for  the  year  ending 
January  31, 1951  amount  to  a  minimum  of  $7,221,893  (of  which  $2,455,  770  is  payable  to  Alstores 
Realty  Corporation),  plus,  in  most  cases,  real  estate  taxes  and  other  expenses  and,  in  certain  in¬ 
stances,  increased  amounts  based  on  percentages  of  sales.  Of  the  leases  which  have  annual  rentals 
in  excess  of  $100,000  each,  all  expire  between  1964  and  1985,  except  for  one  expiring  in  1954, 
and  one  expiring  in  2027. 
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ALSTORES  REALTY  CORPORATION 
AND  SUBSIDIARY  COMPANY 


Consolidated  Balance  Sheet,  January  31,  1930 


Cash 


ASSETS 


$  117,894 


Deposits  and  other  assets . 

Deposits  in  escrow  for  completion  of  construction  in  progress. 


Property  and  equipment  (Note  A): 

Land,  at  cost .  $  8,448,19 6 

Buildings  and  equipment  on  owned  properties,  at  cost,  less 

accumulated  depreciation  of  $470,003 . . .  15,033,273 

Buildings  and  improvements  on  leased  properties,  at  cost,  less 

accumulated  depreciation  of  $154,975 .  7,752,682 

Construction  in  progress,  at  cost  (Note  B) .  4,445,280 


110,470 

1,800,000 


35,679,431 


Unamortized  long-term  debt  expense. 


201,101 

$37,908,896 


LIABILITIES 

Accounts  payable  and  accrued  accounts . 

Federal  income  taxes . 


Long-term  debt  (including  $1,110,356  due  within  one  year) 

(Notes  A  and  C): 

First  mortgage  bonds,  3Vi%  to  4%,  not  assumed  (Note  D)  $20,807,000 

First  mortgage  bonds,  3Vi%  to  4% .  8,169,600 

Notes,  25/*%  and  23^%,  due  1952  and  1953 .  1,458,951 


Advances  from  Allied  Stores  Corporation  and  subsidiaries . 

Stockholders’  equity: 

Capital  stock— par  value  $100  per  share: 

Authorized  and  issued,  10,000  shares .  $  1,000,000 

Earnings  retained  for  use  in  the  business .  42,827 


See  notes  to  financial  statements. 


$  934,055 

18,000 


30,435,551 

5,478,463 


1,042,827 

$37,908,896 


Consolidated  Statement  of  Earnings  and  Earnings  Retained  for  Use  in 
the  Business  for  the  Fiscal  Year  Ended  January  31,  1930 


Rental  income  from  affiliated  companies .  $1,270,488 

Deduct: 

Provision  for  depreciation  and  amortization .  $474,036 

Interest  paid  (including  $209,301  to  Allied  Stores  Corpo¬ 
ration)  . 726,691 

Other . 33,006  1,233,733 

Earnings  before  federal  income  taxes .  $  36,755 

Provision  for  federal  income  taxes .  18,000 

Consolidated  net  earnings  for  year .  $  18,755 

Earnings  retained  for  use  in  the  business  at  January  31,  1949 .  24,072 

Earnings  retained  for  use  in  the  business  at  January  31, 

1950 .  $  42,827 
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ALSTORES  REALTY  CORPORATION 
AND  SUBSIDIARY  COMPANY 


Notes  to  Financial  Statements 

(A)  Property  and  equipment  carried  at  $34,135,130,  and  deposits  of  $1,800,000  in  escrow  for 
completion  of  work  in  progress  are  subject  to  mortgages.  All  property  and  equipment  (except 
$2,331,750  applicable  to  a  suburban  development)  is  under  long-term  leases  to  Allied  Stores 
Corporation  or  to  its  consolidated  subsidiaries  guaranteed  by  Allied  Stores  Corporation.  These 
leases  are  pledged  as  collateral  for  the  applicable  indebtedness. 

(B)  The  estimated  commitments  to  complete  construction  in  progress  amount  to  approximately 
$2,300,000.  To  cover  this  amount  and  the  accounts  payable  at  January  31,  1950,  arrangements  have 
been  made  to  increase  one  of  the  long-term  loans  by  $1,200,000,  and  there  are  deposits  in  escrow 
for  completion  of  construction  in  progress  of  $1,800,000. 


(C)  Long-term  debt  matures  at  various  dates  to  1975.  The  maturities  and  sinking  fund  require¬ 
ments,  for  the  next  five  years,  are  as  follows: 

Year  ended 

January  31 

Maturities 

Sinking  fund 
requirements 

Total 

1951 

$279,000 

$831,356 

$1,110,356 

1952 

148,100 

908,468 

1,056,568 

1953 

1,074,466 

904,408 

1,978,874 

1954 

188,830 

867,010 

1,055,860 

1955 

— 

803,269 

803,269 

First  mortgage  bonds  of  $28,649,000  contain  provisions  for  their  prepayment  at  the  Corporation's 
option  in  whole  or  in  part  with  a  premium,  varying  up  to  3%,  or,  under  certain  circumstances, 
without  premium. 

(D)  The  Corporation  purchased  properties  now  stated  on  its  books  at  $24,764,244  (including 
$1,000,000  deposit  in  escrow)  subject  to  first  mortgage  bonds  of  the  selling  corporations  of 
$21,145,000  (now  reduced  to  $20,807,000)  secured  only  by  the  applicable  properties.  The 
Corporation  did  not  assume  such  bonds. 


ACCOUNTANTS’  REPORT 

Board  of  Directors, 

Alstores  Realty  Corporation, 

New  York,  New  York. 

We  have  examined  the  consolidated  balance  sheet  of  Alstores  Realty  Corporation  and 
subsidiary  company  as  of  January  31,  1950,  and  the  related  consolidated  statement  of  earnings  and 
earnings  retained  for  use  in  the  business  for  the  year  then  ended.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  consolidated  statement  of 
earnings  and  earnings  retained  for  use  in  the  business  present  fairly  the  consolidated  financial 
position  of  Alstores  Realty  Corporation  and  its  subsidiary  company  at  January  31,  1950,  and 
the  consolidated  results  of  their  operations  for  the  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Q&ujcJji.' 


Certified  Public  Accountants. 
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New  York,  New  York 
April  21,  1950 


ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES  CONSOLIDATED 
Comparative  Consolidated  Balance  Sheets  —  January  31,  1940-1930 


1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

Current  Assets: 

Cash . 

$  2,164,136 

$  2,616,077 

$  3,636,068 

$13,774,875 

$10,573,279 

$13,394,280 

$13,513,622 

$  10,607,766 

$  15,009,775 

$  9,992,512 

$  7,145,713 

U.  S.  Government  Securities . 

Accounts  and  notes  receivable 

— 

— 

— 

102,177 

4,518,451 

4,861,859 

1,495,262 

191,491 

— 

— 

— 

(net),  etc . 

17,874,340 

18,687,335 

23,029,647 

16,919,552 

14,767,979 

18,226,637 

21,641,404 

37,613,764 

46,245,074 

54,349,199 

63,510,015 

Merchandise  inventories . 

17,390,733 

18,399,979 

24,215,448 

23,481,324 

28,055,174 

30,540,655 

30,264,585 

53,058,034 

52,830,083 

53,759,200 

52,127,428 

Federal  income  tax  refunds . 

— 

— 

— 

— 

— 

— 

— 

— 

2,964,360 

2,077,957 

2,643,123 

Prepaid  expenses . 

— 

— 

— 

— 

— 

— 

— 

— 

— 

3,196,255 

3,128,237 

Total  Current  Assets . 

37,429,209 

39,703,391 

50,881,163 

54,277,928 

57,914,883 

67,023,431 

66,914,873 

101,471,055 

117,049,292 

123,375,123 

128,554,516 

Property  and  Equipment: 

Land . 

19,579,536 

18,624,178 

18,638,537 

17,695,669 

16,060,675 

12,551,517 

2,000,300 

3,318,361 

4,499,471 

2,053,778 

1,124,027 

Buildings  and  equipment  (net) . . . 
Improvements  to  leased  property 

9,153,537 

8,883,484 

8,858,228 

8,135,704 

7,817,505 

7,372,968 

2,469,582 

3,359,043 

4,906,677 

760,056 

414,455 

(net) . 

Store  fixtures  and  equipment 

1,264,100 

1,401,235 

1,425,127 

1,369,075 

1,266,279 

1,275,311 

1,517,006 

2,988,001 

8,310,951 

12,627,711 

14,442,326 

(net) . 

4,057,585 

4,350,863 

4,939,885 

4,792,668 

4,556,758 

4,627,886 

4,740,065 

6,531,786 

11,392,148 

14,836,151 

18,087,693 

Improvements  in  process . 

— 

— 

— 

— 

— 

— 

313,279 

2,907,970 

3,775,845 

7,711,450 

639,672 

Total  Property  and  Equipment 

34,054,758 

33,259,760 

33,861,777 

31,993,116 

29,701,217 

25,827,682 

11,040,232 

19,105,161 

32,885,092 

37,989,146 

34,708,173 

Other  Assets . 

771,918 

907,098 

1,225,518 

1,207,638 

1,456,044 

2,433,191 

1,397,143 

2,145,366 

2,585,166 

1,664,670 

1,538,564 

Investment  in  and  Advances  to  Sub¬ 

sidiary  Company— not  consoli¬ 
dated . 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

757,775 

2,269,945 

5,885,869 

Deferred  and  Prepaid  Expenses . 

Unamortized  Long  Term  Debt  Dis¬ 

975,258 

1,009,741 

1,651,826 

1,939,214 

1,929,512 

2,016,344 

2,078,965 

2,550,956 

2,862,481 

— 

— 

count  and  Expense . 

Good  Will  and  Other  Intangible 

180,605 

157,358 

162,280 

141,758 

122,301 

10,161 

105,659 

100,343 

89,532 

Assets . 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

$73,411,749  $75,037,349  $87,782,565  $89,559,655  $91,123,958  $97,310,810  $81,431,214  $125,272,539  $156,245,466  $165,399,228  $170,776,655 


Notes  payable  to  banks  for  cur- 


rent  loans . 

Other  current  liabilities . 

$  800,000 
9,311,510 

$  900,000 
10,107,864 

$  2,900,000 
17,415,750 

$  - 

14,664,342 

$  - 

15347,086 

$  - 

20,576,183 

$  - 

18,318,608 

$  - 

36,557,491 

$  — 

36,203,151 

$  - 

38,177,134 

$  - 

36,986,290 

Total  Current  Liabilities . 

10,111,510 

11,007,864 

20,315,750 

14,664,342 

15,847,086 

20,576,183 

18,318,608 

36,557,491 

36,203,151 

38,177,134 

36,986,290 

Funded  Debt  and  Long  Term  Obli¬ 
gations  (exclusive  of  amounts  in¬ 
cluded  under  current  liabilities) . . . 

20,732,712 

19,439,913 

18,657,990 

23,188,957 

20,430,623 

17,357,398 

_ 

25,000,000 

24,250,000 

23,500,000 

Reserves . 

2,052,229 

2,179,112 

1,157,487 

1,355,030 

1366,199 

1,719,136 

2,001,433 

2,480322 

2,606,153 

— 

— 

Unearned  Income . 

388,895 

467,950 

559,440 

158,907 

— 

— 

— 

— 

— 

— 

— 

Stockholders’  Equity: 

5%  Preferred  Stock . 

22,890,100 

22,750,100 

23,738,300 

23,217,600 

21,903,100 

20,832,900 

— 

— 

— 

— 

— 

4%  Cumulative  Preferred  Stock. . 

— 

— 

— 

— 

— 

— 

20,000,000 

19,500,000 

18,840,000 

18,790,000 

20,971,700 

Common  Stockholders’  Equity  . . . 

17,236,303 

19,192,410 

23,353,598 

27,116,239 

31,718,066 

36,966,309 

41,111,173 

66,734,726 

73,596,162 

84,182,094 

89318,665 

Common  Stock  in  treasury— at 
cost . 

— 

— 

— 

(141,420) 

(141,116) 

(141,116) 

— 

— 

— 

— 

— 

£ 

Total  Stockholders’  Equity. 

40,126,403 

41,942,510 

47,091,898 

50,192,419 

53,480,050 

57,658,093 

61,111,173 

86,234,726 

92,436,162 

102,972,094 

110,290365 

$73,411,749 

$75,037,349 

$87,782,565 

$89,559,655 

$91,123,958 

$97,310,810 

$81,431,214 

$125372,539 

$156,245,466 

$165,399,228 

$170,776,655 

ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES  CONSOLIDATED 
Comparative  Consolidated  Statements  of  Earnings  for  the  Fiscal  Years  Ended  January  31,  1941-1930 


Earnings  for  the  Fiscal  Year  Ended  January  31 


_ — - — - - - Total  for 

1941  1942  1943  1944  1945  1946  1947  1948  1949  1950  the  Ten  Years 

Net  Sales . 

(including  leased  departments)..  $121,270,682  $151,808,858  $170,828,164  $203,718,739  $241,923,628  $281,602,454  $361,712,370  $392,199,076  $419,227,618  $407,838,280  $2,752,129,869 


Gross  margin .  41,417,929  52,505,940  60,951,222  72,619,931  85,959,752  97,257,502  116,855,116  120,135,655  134,922,454  131,307,326  913,932,827 


Operating  expenses: 

Provision  for  depreciation .  1,290,135  1,364,814  1,334,045  1,246,723  1,215,757  1,050,161  1,196,656  1,831,546  2,684,755  3,192,184  16,406,776 

Maintenance  and  repairs .  728,798  1,107,500  1,292,419  1,408,253  1,735,626  2,232,950  2,475,177  3,056,780  2,571,677  2,880,775  19,489,955 

All  other  operating  expenses .  33,453,540  39,846,926  42,026,315  48,613,704  56,661,550  66,463,836  82,662,837  94,422,629  103,200,065  104,929,553  672,280,955 


Total  operating  expenses....  35,472,473  42,319,240  44,652,779  51,268,680  59,612,933  69,746,947  86,334,670  99,310,955  108,456,497  111,002,512  708,177,686 


Operating  earnings .  5,945,456  10,186,700  16,298,443  21,351,251  26,346,819  27,510,555  30.520,446  20,824,700  26,465,957  20,304,814  205,755,141 

Other  earnings— net .  366,343  245,551  188,991  408,019  429,487  438,224  424,560  116,489  (181,812)  227,153  2,663,005 


6,311,799  10,432,251  16,487,434  21,759,270  26,776,306  27,948,779  30,945,006  20,941,189  26,284,145  20,531,967  208,418,146 

Interest  paid .  958,670  937,993  909,250  895,166  982,373  478,378  41,254  143,726  878,633  904,665  7,130,108 


5,353,129  9,494,258  15,578,184  20,864,104  25,793,933  27,470,401  30,903,752  20,797,463  25,405,512  19,627,302  201,288,038 

Loss  on  sale  of  land  and  buildings. .  —  —  1,396,756  1,313,501  2,463,526  —  —  —  —  —  5,173,783 


Earnings  before  federal  income  taxes  5,353,129  9,494,258  14,181,428  19,550,603  23,330,407  27,470,401  30,903,752  20,797,463  25,405,512  19,627,302  196,114,255 

Provision  for  federal  income 

taxes .  1,355,000  4,200,000  8,500,000  12,700,000  16,100,000  19,100,000  12,525,000  7,174,179  9,600,000  7,400,000  98,654,179 


Consolidated  net  earnings .  $  3,998,129  $  5,294,258  $  5,681,428  $  6,850,603  $  7,230,407  $  8,370,401  $  18,378,752  $  13,623,284  $  15,805,512  $12,227,302  $97,460,076 


ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES  CONSOLIDATED 
Comparative  Consolidated  Statements  of  Common  Stockholders?  Equity— January  31,  1940-1930 

1940  1941  1942  1943  1944  1945  1946  1947  1948  1949  1950 

Common  Stock: 

Amount  of  capital  fixed  by  Board 


of  Directors  at  $1 .00  per  share . . 

$  1,817,153 

$  1,817,153 

$  1,817,153 

$  1,817,153 

$  1,817,153 

$  1,817,153 

$  1,804,882 

$  2,062,722 

$  2,073,907 

$  2,107,922 

$  2,107,922 

Additional  amounts  received  and  dis¬ 
counts  on  repurchase  of  Preferred 
Stock  (capital  surplus): 

Amount  at  beginning  of  period. 

$  8,791,056 

$  8,951,354 

$  9,033,587 

$10,259,591 

$10,599,884 

$10,743,543 

$10,743,543 

$10,865,931 

$22,470,929 

$22,858,451 

$24,441,300 

Add- 

Excess  of  consideration  for  is¬ 
suance  of  shares  of  Common 
Stock  over  $1.00  per  share. 

11,604,848 

350,033 

1,074,420 

Discount  on  repurchase  of  Pre¬ 
ferred  Stock . 

106,329 

82,233 

54,217 

282,719 

143,659 

_ 

_ 

150 

15,821 

8,429 

33,361 

Other  credits  (net) . 

53,969 

— 

1,171,787 

57,574 

— 

— 

122,388 

— 

21,668 

500,000 

— 

Amount  at  end  of  period . 

$  8,951,354 

$  9,033,587 

$10,259,591 

$10,599,884 

$10,743,543 

$10,743,543 

$10,865,931 

$22,470,929 

$22,858,451 

$24,441,300 

$24,474,661 

Earnings  retained  for  use  in  the  busi¬ 
ness  (earned  surplus): 

Amount  at  beginning  of  period. . 

$  4,182,091 

$  6,467,796 

$  8,341,670 

$11,276,854 

$14,699,202 

$19,157,370 

$24,405,613 

$28,440,360 

$42,201,075 

$48,663,804 

$57,632,872 

Add- 

Consolidated  net  earnings. . . . 

3,435,585 

3,998,129 

5,294,258 

5,681,428 

6,850,603 

7,230,407 

8,370,401 

18,378,752 

13,623,284 

15,805,512 

12,227,302 

Total . 

7,617,676 

10,465,925 

13,635,928 

16,958,282 

21,549,805 

26,387,777 

32,776,014 

46,819,112 

55,824,359 

64,469,316 

69,860,174 

Deduct — 

Dividends  paid: 

On  5%  Preferred  Stock. . . . 

1,149,880 

1,142,297 

1,161,450 

1,176,151 

1,129,018 

1,056,400 

908,632 

On  4%  Preferred  Stock. . . . 

— 

— 

— 

— 

— 

— 

160,000 

796,000 

964,000 

563,700 

800,326 

On  Common  Stock . 

— 

— 

— 

1,082,929 

1,263,417 

1,804,882 

2,617,079 

3,816,037 

6,196,555 

6,272,744 

6,323,766 

Other  charges . 

— 

981,958 

1,197,624 

— 

— 

(879,118) 

649,943 

6,000 

— 

— 

— 

Total  deductions . 

1,149,880 

2,124,255 

2,359,074 

2,259,080 

2,392,435 

1,982,164 

4,335,654 

4,618,037 

7,160,555 

6,836,444 

7,124,092 

Amount  at  end  of  period . 

$  6,467,796 

$  8,341,670 

$11,276,854 

$14,699,202 

$19,157,370 

$24,405,613 

$28,440,360 

$42,201,075 

$48,663,804 

$57,632,872 

$62,736,082 

Total  Common  Stockholders’  Equity 

$17,236,303 

$19,192,410 

$23,353,598 

$27,116,239 

$31,718,066 

$36,966,309 

$41,111,173 

$66,734,726 

$73,596,162 

$84,182,094 

$89,318,665 

STORES  OWNED  BY 

ALLIED  STORES  CORPORATION 


Store 

City 

Polsky’s 

Akron,  Ohio 

O’Neill’s 

Baltimore,  Md. 

Jordan  Marsh 

Boston,  Mass. 

Rollman’s 

Cincinnati,  Ohio 

Sterling-Lindner 

Cleveland,  Ohio 

The  Fashion 

Columbus,  Ohio 

Morehouse-Martens 

Columbus,  Ohio 

Titche-Goettinger 

Dallas,  Texas 

Laubach’s 

Easton,  Pa. 

Herpolsheimer’s 

Grand  Rapids,  Mich. 

Paris  of  Montana 

Great  Falls,  Mont. 

Meyer’s 

Greensboro,  N.  C. 

Joske’s  of  Houston 

Field’s 

Houston,  Texas 

Jackson,  Mich. 

Gertz 

Jamaica,  N.  Y. 

Peck’s 

Kansas  City,  Mo. 

Muller’s 

Lake  Charles,  La. 

Bon  Ton 

Lebanon,  Pa. 

Bon  March£ 

Lowell,  Mass. 

Guggenheimer’s 

Lynchburg,  Va. 

Joslin’s 

Malden,  Mass. 

Donaldson’s 

Minneapolis,  Minn,  and  Rapid 
City,  South  Dakota 

Herpolsheimer’s 

Muskegon,  Mich. 

Quackenbush 

Paterson,  N.  J. 

Waite’s 

Pontiac,  Mich. 

Joske’s  of  Texas 

San  Antonio,  Texas 

Levy’s  of  Savannah 

Savannah,  Ga. 

Bon  March£ 

Seattle  and  Everett,  Wash. 

Bon  March£ 

Spokane,  Wash. 

Heer’s 

Springfield,  Mo. 

Golden  Rule 

St.  Paul,  Minn. 

Dey  Brothers 

Syracuse,  N.  Y. 

Fisher’s 

Tacoma,  Wash. 

Maas  Brothers 

Tampa  and  St.  Petersburg,  Fla. 

Black’s 

Waterloo,  Iowa 

Barnes-Woodin 

Yakima,  Wash. 

Pomeroy’s 

Reading,  Pa. 

(Operates  stores  in  Reading,  Harrisburg,  Wilkes-Barre,  and  Pottsville,  Pennsylvania) 
Troutman’s  Greensburg,  Pa. 

(Operates  stores  in  Greensburg,  Butler,  Dubois,  Indiana,  Connellsville,  Latrobe, 
and  Warren,  Pennsylvania) 

Anderson’s  Boise,  Idaho 

(Branches  in  ten  cities  in  Idaho,  three  cities  in  Oregon,  three  cities  in  Washington, 
two  cities  in  Colorado,  two  cities  in  Utah) 

Represented  in  the  domestic  markets  by  a  wholly-owned  subsidiary 
ALLIED  PURCHASING  CORPORATION 
New  York  —  Chicago  —  Los  Angeles 
Represented  in  foreign  markets  by  a  wholly-owned  subsidiary 
METASCO,  INC. 

New  York  —  London  —  Paris  —  Tokyo  —  Prague  —  Vienna 
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OTHER  IMPORTANT  NAMES  IN  ALLIED'S 
ROSTER  OF  "PRIVATE"  BRANDS 


Razors  and  Razor  Blades,  Drugs 
and  Medicines,  Paper  Products 


Bicycles,  Velocipedes, 
Roller  Skates 


